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Part 1 — Annual Budget

1.1  Executive Mayor’'s Speech
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That in terms of section 24 of the Municipal Finance Management Act, (Act 56 of 2003), the
annual budget of the municipality for the financial year 2011/12, and the multi-year and
single-year capital appropriations are approved as set out in the following tables:

Budgeted Financial Performance (revenue and expenditure by standard classification).
Budgeted Financial Performance (revenue and expenditure by municipal vote).
Budgeted Financial Performance (revenue by source and expenditure by type).

Multi-year and single year capital appropriations by municipal vote and standard
classification and associated funding by source.

That the financial position, cash flow budget, cash-backed reserve/accumulated surplus,
asset management and basic service delivery targets are adopted as set out in the
following tables:

Budgeted Financial Position.

Budgeted Cash Flows.

Cash backed reserves and accumulated surplus reconciliation.
Asset management.

Basic service delivery measurement.

That the consolidated budget that includes the financial impact of municipal entities is
noted.

That in terms of section 75A of the Local Government: Municipal Systems Act, Act 32 of
2000, the tariffs for property rates, electricity PARTS | and Il (Diverse fees), the supply of
water, sanitation services as well as waste services as set out in Annexures A, B, C, D and
E respectively, be approved with effect from 1 July 2011.

That in terms of section 75A of the Local Government: Municipal Systems Act, Act 32 of
2000, the tariffs for other services, as set out in Annexures F1 to F21 respectively, be

approved with effect from 1 July 2011.

That approval be granted for the CoT to enter the bond market for the funding of the capital
programmes in respect of the 2011/12 financial year limited to an amount not exceeding
R1,5 billion per financial year of the MTREF in terms of Section 46 of the MFMA.

That approval be granted to the CFO to incur short term debt as and when required
according to the cash flow position of the CoT for the total amount not exceeding R800,0

million at any time.

That the City Manager be authorised to sign all necessary agreements or documents to-
give effect to the decision as in recommendation 6 and 7.
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That a comprehensive investigation be conducted on the rendering of solid waste removal
services, and that a report in this regard be submitted to Council by the relevant strategic
unit/department before the end of the first quarter.

That the amended Budget Policy, attached as Annexure H be approved.

That strategic units/departments spent external funds (grant funding) received on a project
first before internal funds provided by the CoT.

That the Health and Social Development Department investigate a strategy for recovering a
more feasible percentage of the cost of créches and submit a report to Council in this
regard.
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1.3  Executive Summary

The 2011/12 MTREF for the Greater City of Tshwane was compiled in line with the strategic
directives as contained in the State of the Nation Address by the President of the RSA, the Budget
Speech for 2011 by the Minister of Finance, the State of the Province Address by the Premier of
Gauteng, and the State of the City Address by the Executive Mayor of the City of Tshwane.

Finance Minister, Pravin Gordhan, in his Budget Speech to Parliament on 23 February 2011, made
the President’s vision for the future once again clear: “We want to have a country where millions
more South Africans have decent employment opportunities, which has a modern infrastructure and
vibrant economy and where the quality of life is high”. The Minister also said that the national
budget reflects the collective determination of the Government to address with energy the
challenges of creating jobs, reducing poverty, building infrastructure and expanding our economy.
It sets out a sound and sustainable framework for implementing this vision. It recognises that
building South Africa is a multi-decade project that must invigorate our capacity to grow, and must
include all South Africans in that growth.

In his State of the City Address on 8 March 2011, His Worship the Executive Mayor, Councillor
Kgosientso Ramokgopa, officially announced the theme for the new cycle of the political term:
“Consolidating service delivery, accelerating job creation and strengthening foundations for a New
Tshwane, a City of Excellence”.

The incorporation of the former Metsweding District Municipality, Nokeng-tsa-Taemane and
Kungwini Local Municipalities into the City of Tshwane will culminate in the greater City of Tshwane
being the largest Metropolitan Municipality in South Africa, comprising of an area of 6 368 km? and
a population of approximately 2,5 million and the third largest city in the world in terms of area.
Instead of the current five regions and 76 wards, the new city will have seven regions and 105
wards. Provision for 10 members of the Mayoral Committee and 210 councillors were made in the
201112 MTREF.

The incorporation will also provide the City with new opportunities to diversify it's revenue base, as
the new areas consist of other resources such as vast tracts of vacant undeveloped land,
agriculture or farming communities, mining, eco-tourism, forestry and fishing. The City anticipates to
implement ambitious projects through it's Agriculture and Environmental Management Department
aimed at fortifying the agriculture sector as a potential growth area for the local economy to create
jobs. It is in line with the United Nations' 2005 Halving Hunger report, that agriculture could
contribute to Millennium Development Goal 1 (eradicate extreme hunger and poverty) by stimulating
food production and kick-starting economic development. The City could set the standard for the
rest of the country through engagement with organised business, organised agriculture
organisations, co-operatives and other community leaders in the development of an integrated
agriculture and other resources development strategy, to stimulate growth and development

throughout the new municipal boundaries.

It should be noted that although National and Provincial Government were engaged in various
submissions for financial assistance with regards to the incorporation, no funding was allocated to
the CoT for the 2011/12 financial year.

It is evident that 2011 has been declared a year of job creation. Every sector and every business
entity, regardless of size, is urged to focus on job creation. The city recorded the lowest
unemployment levels in Gauteng indicating a rate of 12,4% and also performed the best of the six
districts in Gauteng in 2008 with respect to income inequality, HDI and the percentage of the
population living in poverty (Socio-Economic Review and Outlook 2011 recently released by the
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Gauteng Provincial Government). The CoT has been contributing and will continue to do so by
focusing on maximising its contribution to job creation by:

® Ensuring that service delivery and capital projects use labour intensive methods wherever
appropriate;

® Ensuring that service providers use labour intensive approaches;

® Supporting labour intensive LED projects;

© Participating in the Extended Public Works Programme; and

e Implementing intern programmes to provide young people with on-the-job training.

In his State of the City Address, His Worship the Executive Mayor, Councillor Kgosientso
Ramokgopa, said that over the next five years, the City of Tshwane intends to increase its
contribution to job creation with a minimum of 38 000 job opportunities in the 2011/12 financial year
and 375 000 jobs by the end of the term in 2016. He said that the City will endeavour to make sure
that the job opportunities benefit women, the youth and people living with disabilities, in order to
address the challenges experienced by these groups. He also said that our strategic
units/departments, especially the Public Works and Infrastructure Development Department, will be
exploring ways of creating direct and indirect jobs through, among other means, supporting co-
operatives and extended public works programmes. The City's first two Strategic Objectives goes
hand in hand and will provide for job creation:

1. Provide basic services, roads and stormwater.
2. Economic growth and development, and job creation.

In order to achieve these strategic objectives, the City of Tshwane has allocated R2 848,3 million or
89,3% of its Capital Budget towards the above strategic objectives. Significantly the city is also
investing R8 922,7 million or 49,9% of its Operational Budget to Public Works and Infrastructure
Development, which incorporates the Electricity, Water and Sanitation Divisions, as well as
R1 659,7 million or 9,3% to Agriculture and Environmental Management and R1 329,0 million or

7,4% to Transport and Roads.

The political leadership of this city has a significant role to play in strengthening the link between
Government's priorities and spending plans, with the goal to enhanced service delivery aimed at
improving the quality of life for all people within the city. Budgeting is primarily about the choices
that the municipality has to make between competing priorities and fiscal realities. Moody's
International Rating Agency stated in the Credit Rating Report in December 2010 that the current
city's strength is the city's commitment towards financial recovery and budgetary discipline thus
tough decisions on expenditure had to be made owing to the on-going revenue constraints in order
to give priority to:

° Ensuring that drinking water meets the required standards at all times;
Protecting the poor from the worst impacts of the slow recovery in the labour market;
Supporting meaningful local economic development (LED) initiatives that foster micro and
small business opportunities and job creation;

e Securing the health of their asset base (especially the municipality's revenue generating
assets) by increasing spending on repairs and maintenance; and

° Expediting spending on capital projects that are funded by conditional grants.
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The main challenges experienced during the compilation of the 2011/12 MTREF can be
summarised as follows:

e Bulk purchases (tariff increases from Rand Water and Eskom) increasing upward pressure
on affordability of services to residents. Continuous high tariff increases are not sustainable —
as there wili'be a point where services will no longer be affordable;

o The cost of absorbing the labour brokers, in a phased manner, as permanent employees and
provision for the payment of benefits from 1 July 2012;

e Additional requests for funds regarding capital and operating expenditure;

® Limited funds for the filling of critical vacancies;

° Inclusion of costs regarding the incorporation of the Metsweding District municipalities and
expectations regarding increased service delivery; and

® Cash-backing of capital reserves and provisions, unspent long-term loans and unspent

conditional grants.

4

In view of the aforementioned, the following table is a consolidated overview of the proposed
2011/12 Medium-term Revenue and Expenditure Framework:

Table 1: Consolidated Overview of the 2011/12 MTREF

Adjustments Budget Year Budget Year +1 Budget Year +2
Budget 2010/11 2011/12 2012113 2013/14
R'000 R'000 R'000 R'000

Total Operating Revenue
Total Operating Expenditure
Surplus/(Deficit) for the year

15 687 563 531
15 444 301 149
243 262 382

18 231 501 475
18 218 843 638
12 657 837
3185417 740

20575168 678
20 540 847 220
34 321 458

3 975082 408

23245617 769
23 007 987 346
237 630 423
4049 095 312

Total Capital Expenditure 2 424 280 488

The total operating revenue has grown by 16,3% or R2,5 billion for the 2011/12 financial year when
compared to the 2010/11 Adjustments Budget. For the two outer years, operational revenue will
increase by 12,9% and 13,0%, equating to a total revenue growth of R7,558 billion over the MTREF

when compared to the 2010/11 financial year.

Total operating expenditure for the 2011/12 financial year has been appropriated at R18,219 billion
and translates into a budgeted surplus of R12,7 million. When compared to the 2010/11
Adjustments Budget, operational expenditure has grown by 18,0% in the 2011/12 budget and by
12,7% and 12,0% for each of the respective outer years of the MTREF. The operating surplus for
the two outer years increases to-R34,3 million and R237,6 million respectively. These surpluses will
be used to fund capital expenditure and to further ensure cash backing of reserves and funds.

The capital budget has increased by 31,4% in relation to the 2010/11 Adjustment Budget and totals
to R3,2 billion. The increase is mainly owing to the allocations towards Grants published in the DoR
Bill, 2011. The capital programme increases to R4,0 billion in both the 2012/13 and 2013/14
financial years respectively. The capital budget will mainly be funded from bonds to be issued early
in the financial year to the amount of R1,5 billion per annum over the medium-term. Borrowing will
contribute 79,8%, 79,4% and 83,8% of capital expenditure in each of the MTREF years, when
government grants and contributions are excluded. The balance will be funded from internally
generated funds. The repayment of interest (debt services costs) has increased over the past five
years as a result of the aggressive capital infrastructure programme implemented over the past
three years, and the taking up of long-term external loans. The repayment of capital was steady
over the last three financial years owing to the amortised profiles of the loans. The profile of the
loans is mainly amortised and therefore the repayment of capital will be steady over the medium-
term. It should be noted that the bullet profile of capital repayment will surface over the long-term
owing to the issuing of bonds in the medium-term.
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To ensure that the City continues to deliver on its core mandate and achieve its developmental
goals, measures such as the Cash-flow Management Intervention Initiatives and Strategy, Long-
term Financial Model, the Budget Policy, revenue enhancement, budget principles, cash backing of
reserves, fund management tool, etc are in place.

From its inception the City of Tshwane has always been guided by the national imperative of
building a democratic developmental local government and will continue to do so as the largest
metropolitan municipality in the country.
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1.4  Operating Revenue Framework

In order to serve the community, and to render the services needed, revenue generation is
fundamental to the financial sustainability of every municipality. The reality is that we are faced with
development backlogs and poverty, challenging our revenue generating capacity. Municipalities
have to explore imaginative ways of structuring tariffs for services to encourage more efficient use
and to generate the resources required to fund the maintenance renewal and expansion of the
infrastructure required to provide these services.

The municipality's revenue strategy is built around the following key components:

. National Treasury guidelines and macro-ecqnomic policy;

. Growth in the City and continued economic development;

. Efficient revenue management, which aims to ensure a 94% annual collection rate for
property rates and other key service charges;

. Electricity tariff increases as approved by the National Electricity Regulator of South Africa
(NERSA);

. Achievement of full cost recovery of specific user charges especially in relation to trading
services;

. Determining tariff escalation rates by establishing/calculating revenue requirements of each
service;

. The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of
2004) (MPRA);

. Ensure ability to extend new services and recover costs;

. The Municipality's Indigent Policy and rendering of free basic services; and

. Tariff policies of the City.

The following table is a summary of the 2011/12 MTREF (classified by main revenue source):

Table 2: Summary of revenue classified by main revenue source

2011/12 Medium Term Revenue &
Description 200718 2008/9 20039110 Current Year 2010/11 )
Expenditure Framework
Rth d Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
ousan
Qutcome Outcome Qutcome Budget Budget Forecast 2011012 +1 2012113 +2 201214
Revenue By Source
Property rales 2 187 689 2 272 859 2683123 3021875 3021875 1021 875 3 461 000 3737 8g0 4 036 500
Property raies - panaliies & collecfon charges - - = = = & = = =
Service charges - sleciicily revenue 3034 977 3646 278 5014 279 6010 000 § 010 Q00 G010 Co0 7 483 000 6946 128 10 673 B&T
Service charges - waler revenue 1232 888 1317 503 1395 064 1 618 400 1738 403 1738 403 2025 501 2237853 2483718
Service charges - sanitafon rav enue 303 406 335 760 371 881 302 543 418 543 418 543 484 497 523 335 585 288
Serv ice charges - refuss revenue 267 689 316 128 365 200 429 884 432 384 432 384 516 330 506 817 693 203
Service charges - other - = - - - - - - -
Rental of faciiifes and squipment 84 317 BE 847 B8 930 105 503 107 819 107 919 114 €00 120 682 127 330
Interast sarned - external investments 135 555 122 500 96 768 120 080 104 567 104 567 55 87T 47 458 43 855
Interest eamed - outstanding debiors 179 083 337 5235 283126 351148 274 386 274 386 293 108 327 566 J6a 074
Cividends received - = = = & = = # #
Fines 39 357 18 678 4512 31000 30422 30 422 2202 2312 2428
Licences and permits 29 499 28 424 25282 34 783 34529 34 528 47 216 43812 52129
Agsncy services 2 = - - - - = = =
Transfers recognised - operasonal 1392035 | 1624272 | 1809504 | 19765'4| 2206008 | 2206008 2363729 2518178 2 668 776
Other revenua 829 131 1015 692 775 810 955 581 1003 544 1003 544 1 064 455 1102 643 1158 433
Gains on disposal of FPE 4937 2778 - 4950 - - - - _
sial e EClydIng captal tranadfaind 9720523 | 11125254 | 12913631 | 15052281 | 15302582 | 1530252 178e1785| 20210273 | 228719%
{contributions)
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The following table indicates the percentage growth in revenue by main revenue source:

Table 3: Percentage growth in revenue by main revenue source (parent)

Description Current Year 2010011 2011112 Medium Term Revenue & Expenditure Framework
R C IemE s PR s [amew| % amesse] %
Revenue By Source
Progerty raes ; 021875 19.6% 3451000 | 19.3% 37a7ee0 | 1A% 403900 | 17.6%
Property rates - penalies & collecson charges - 0.0% - 0.0% - 0.0% - 0.0%
Service charges - elecicily revenue 6010000 | 39.1% 7463000 | 417% BO46 128 | 44.3% 10673867 | 467%
Service charges - walsr revenue 1738403 | 11.3% 2025001 | 11.3% 2237653 | 111% 2483714 |  10.9%
Service charges - sanitation revenue 418 543 2,7% 484 497 2,7% 523335 26% 565 288 2.5%
Service charges - refuse revenue 432 384 2,8% 516 390 2,9% 596 817 3.0% 693 203 3.0%
Service charges - ofher = 0,0% = 0,0% = 0,0% = 0,0%
Rental of facliies and equipment 17913 O7% | 114400 | O.5% 120692 | 06% 127330 0.6%
Inferest earned - exemal inv estments 104 567 0.7% 55877 0,3% 47458 | 02% 43 855 0,2%
Interest earned - oustanding debiors 274 386 1,8% 293108 1,6% 327 566 1.6% 366 074 1.6%
Dividends received - 0,0% = 0,0% = 0.0% = 0.0%
Fines 30 422 0,2% 22 0,0% 2312  00% 2428 0,0%
Licences and permits 34 529 0.2% 47 216 0,3% 49612 0,2% 52129 0,2%
Agency services - 0,0% = 0,0% - 0,0% - 0.0%
Transkrs recognised - operaional 2206008 | 14.3% 233729 | 13.2% 2518178 | 125% 2668776 | 11.7%
Other revenue 1003544 | 6.5% 1064465 | S59% 1102643 | 5.5% 1158433 | 51%
Gains on disposal of PPE = 0,0% i 0,0% = 0,0% % 0,0%
Total Revenue {excluding capital transfers and contributions) 15382582 | 1000% 17891785 | 100,0% 0210213 100,0% 22871 9% 100,0%
Total revenus from service charges 8599330| 559% 10489789 |  56,6% 12303932 60.9% 14416072 |  63.0%

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital
transfers and contributions are excluded from the operating statement, as inclusion of these
revenue sources would distort the calculation of the operating surplus/deficit.

Revenue generated from rates and service charges forms a significant percentage of the revenue
basket for the City. Rates and service charge revenues comprise of more than two thirds of the
total revenue mix. In the 2010/11 financial year (adjustments budget), revenue from rates and
service charges totalled R11,6 billion or 75,5% of total revenue. This increases to R14,0 billion,
R16,0 billion and R18,5 billion in the respective financial years of the MTREF. A notable trend is
the increase in the total percentage revenue generated from rates and service charges which
increases from 78,0% in 2011/12 to 80,7% in 2013/14. This growth can be mainly attributed to the
increased share that the sale of electricity contributes to the total revenue mix, which in turn is due
to rapid increases in the Eskom tariffs for bulk electricity. The above table excludes revenue
foregone arising from discounts and rebates associated with the tariff policies of the Municipality.
Details in this regard are included in Table 87 MBRR SA1.

Property rates is the second largest revenue source totalling 19,3% of total revenue or R3,46 billion
and increases to R4,04 billion by 2013/14. The third largest source is water, whereafter “other
revenue” follows which consist of various items such as revenue received from building plan fees,
connection fees, parking fees and advertisement fees. Strategic Units/Departments have to review
the tariffs of these items on an annual basis to ensure they are cost reflective and market related.

Operating grants and transfers totals R2,21 billion in the 2010/11 financial year (adjustments
budget) and steadily increases to R2,67 billion by 2013/14. Note that the year-on-year growth for
the 2011/12 financial year is 7,2% and 6,5% and 6,0% in the two outer years,
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The following table gives a breakdown of the various operating grants and subsidies allocated to
the municipality over the medium term:

Table 4: Operating Transfers and Grant Receipts

Description - 2007/8 2008/9 2009/10 Current Year 2010/11 zu"::pf::::::e-r::nmf\:::ue :
Rtfisussnd Audited Audited Audited Original | Adjusted | Full Year | Budget Year | Budget Year | Budget Year
Outcome | Outcome | Outcome Budget Budget Forecast 2011112 +# 201213 | 42201314
RECEIPTS:
Operating Transfers and Grants "

National Government: 1288822 | 1466998 1603221 | 1897334 | 2120543 | 2120543 2 260 380 241424 2561 536
Local Govemment Equitable Share 299 481 433 373 512 149 717 978 717 978 717 978 923020 1031527 1100 611
Fuel Levy 801935 902 177 969463 | 1085816| 1085816| 1085816 1286 009 1354214 1416175
Finance Management Grant 500 750 750 | *+ 1000 1843 1843 5250 5000 5000
Municipal Sy stems Improvement Grant - - - - - - - - -
Restucring 60 000 & = - 11479 11473 - - -
Water Services Operafing Subsidy Grant 21067 15 502 10059 7040 7040 7040 22 601 - 15000
Vuna Aw ards - - - - = - - - -
PTIS 50 544 - 55000 60 000 239 658 239658 20 000 20000 21250
2010 FIFA World Cup Host City Operating Gi - 40 000 55 800 22000 433717 43377 - = -
2010 FIFA World Cup Lofus Stadium 55 295 75 195 - - 9852 9852 - - -
MIG Cities/Urban Seflement Dev elopment G g - = 3 500 3500 3500 3500 3500 3500

Provincial Government: 205 416 67 932 137 216 79180 85436 85436 103 343 103937 107 240
Health subsidy 22 669 22 554 27 024 29510 29510 29 510 31150 33773 35837
Emergency Medical Services 35079 38 377 39 800 43 450 43 450 43 450 47 310 49676 49675
HiV and Aids Grant 1500 3000 1500 - 1878 1878 4674 10988 12221
Opex Grants: DACE 440 - 150 - 150 150 - - -
Housing: Top Struchure 142 580 . 62 239 - 1169 1188 12815 - -
Spors and Recreation: Libranes 3147 4000 £ 503 6220 g278 9278 7 400 9 500 9 500

District Municipality: - - - - - - - - -

[insert descnption|

Other grant providers: 67 471 72383 81513 - 30 30 - - -
DBSA - 108 4 850 - - - - - -
Opex Bonthie Ke Botho 1280 500 1563 - - - - - -
Refund: Motor Vehicle 66 191 71775 75100 - - - - - -
Ment Award .LGSETA - - - - 30 30 - - -

Total Operating Transfers and Grants 1561709 | 1607312 1821950 | 1976514 | 2206008 | 2206008 2363729 2518178 2668 776

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs and
other charges were revised, local economic conditions, input costs and the affordability of services
were taken into account to ensure the financial sustainability of the City.

Increases in rates, tariffs and other charges are being kept as low as possible (6% upper boundary
of the South African Reserve Bank’s inflation target) as excessive increases are likely to be
counterproductive, resulting in higher levels of non-payment.

The percentage increases for both Eskom and Rand Water bulk teriffs are far beyond the
mentioned inflation target. Given that these tariff increases are determined by external agencies,
the impact they have on the municipality’s electricity and water are largely outside the control of the
City. Discounting the impact of these price increases in lower consumer tariffs will erode the City's

future financial position and viability.
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It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of
goods and services utilised for the calculation of the CPI consist of items such as food, petrol and
medical services, whereas the cost drivers of a municipality are informed by items such as the cost
of remuneration, bulk purchases of electricity and water, petrol and diesel, chemicals, cement etc.
These commodities are used to calculate the Municipal Cost Index (MCI) which are utilised by the
CoT in stead of the CPI and is currently calculated at 15,9%. The current challenge facing the City
is managing the gap between cost drivers and tariffs levied, as any shortfall must be made up by

either operational efficiency gains or service level reductions.

The formation of the greater City of Tshwane was faced with a challenge of having three different
tariff structures for property rates and the main services rendered from 1 July 2011.

Financial sustainability of the new City of Tshwane was the overarching factor besides legislative
challenges that guided the Technical Task Team, after much deliberation to recommend that the
new City of Tshwane accepts a single tariff structure for property rates and other services rendered.

The outcome of the proposed increases in property rates and the main services tariffs (main
revenue categories generating the revenue through the billing of monthly municipal accounts) is as
follows:

Table 5: Proposed increases in property rates and the main services tariffs

2011/12 2012/13 2013/14 2011/12 2012/13 2013/14
Revenue proposed | proposed | proposed | Budgeted | Budgeted | Budgeted
category tariff tariff tariff revenue revenue revenue
increase increase increase
Y% % % R’000 R’000 R’000
gtc;ge“y 8,0 8,0 8,0 3461,0 3737.9 4 036,9
Sanitation 8,0 8,0 8,0 480,86 519,0 560,86
Solid Waste 17.0 15,0 15,0 516,4 586,8 693,2
Water 9,0 10,0 10,0 1986,7 2196,3 24401
Electricity *22,0 20,0 18,0 7 463,0 8 946,1 10 673.9
Total 13 907,7 15 996,1 18 404,7

*Average increase in revenue (19,8% increase for households and 25% increase for other
categories)

Within this framework the City has undertaken the tariff setting process relating to service charges
as follows:

1.41 Property Rates

In comparison with service charges (where there is a measurable benefit in the use of the service
which is charged for) the local ratepayer does not receive a direct or measureable benefit from the
payment of property rates. By implication, there is however, an indirect benefit in that the value of
the benefit which a specific individual derives is difficult to estimate (metro police, libraries, parks,
financial services, health services etc). Depending on circumstances at a given point in time, a
ratepayer may make use of these collective services to a greater or lesser degree. For services for
which a service charge can be made, the potential users of these services have a certain amount of
choice as to whether or not they wish to make use of it. In contrast, the ratepayer can hardly
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calculate the benefit which he derives from making use of a collective service. He/she sometimes
does not even make use of a service which could benefit him/her, eg library services, while there
may be long periods during which a service is not utilised except when it is greatly in demand, eg
health service. '

Consequently, some ratepayers in varying degrees may be reluctant to pay rates if they do not
receive direct benefits. It is thus essential that payment be compulsory, and this is the essence of

all rate systems.
Section 7 of the Municipal Property Rates Act, 2004 (Act 6 of 2004) states:

e Rates to be levied on all rateable property

(1) When levying rates, a municipality must, subject to subsection (2), levy rates on all
rateable property in its area or, in the case of a district municipality, on all rateable
property in the district management area.”

Property rates cover the shortfall of the provision of general services. Determining the effective
property rate tariff is therefore an integral part of the municipality's budgeting process. The property
rates policy of the CoT has been revised to include categories relevant to the incorporating
municipalities.

The following stipulations in the Property Rates Policy are highlighted:

° The first R15 000 of the market value of a property used for residential purposes is
excluded from the rate-able value (Section 17(h) of the MPRA). In addition to this
impermissible value, a further R35 000 reduction on the market value of a property will be
granted in terms of the CoT Rates Policy;

e 35% rebate will be granted on all residential properties {including staie owned residential
properties);

o 100% rebate will be granted to registered indigents in terms of the CoT Indigent Policy;

° Pensioners, physically and mentally disabled:
° A maximum/total rebate of 50% will be granted to owners of rate-able property

subject to total gross income of the applicant and/or his/her spouse, if any, not to
exceed the amount equal to twice the annual state pension as approved by the
National Government for a financial year, or

° A maximum/total rebate of 40% will be granted subject to joint income of the
applicant and/or hisfher spouse if any, that is more than twice the annual state
pension, but not to exceed R100 980 (was R93 500) for a financial year (amount
reviewed during the CoT’s annual budget process),

° The rate-able property concerned must be occupied only by the applicant and his/her
spouse, if any, and by dependants without income;

° The applicant must submit proof of hisfher age and identity and, in the case of a
physically or mentally handicapped person, proof of certification by a Medical Officer
of Health, also proof of the annual income from a social pension;
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o The applicant's account must be paid in full, or if not, an arrangement to pay the debt
should be in place; and

e The property must be categorized as residential.

° The Municipality may award a 100% grant-in-aid on the property rates of rate-able
properties of certain classes such as registered welfare organizations, hospitals for mentally
ill persons, institutions or organisations performing charitable work, sports grounds used for
purposes of amateur sport, etc and after the owner of such property has applied to the
Chief Financial Officer in the prescribed format for such grant and the application thereof

has been approved.

The categories of rate-able properties for purposes of levying rates and the proposed rates based
on an 8% increase per annum over the medium-term-are contained below:

Table 6: Comparison of proposed rates to be levied over the medium-term

Category Current Tariff | Proposed Proposed Proposed
(1 July 2010) | tariff (from tariff (from tariff (from
1 July 2011) | 1July 2012) | 1 July 2013)
g c c c

Residential properties 1,119 1,209 1,306 1,410
State owned properties 2,238 2,418 2,612 2,820
Business & Commercial 2,238 2,418 2,612 2,820
Agricultural 0,182 0,196 0,212 0,229
Vacant land 4,972 5,370 5,800 6,264
Municipal property 1,119 1,209 1,306 1,410
Industrial 2,238 2,418 2,612 2,820
Non-permitted use 5,595 6,045 6,530 5,640
Public benefit organisation

properties 0,182 0,196 0,212 0,229
Independent Schools 2,238 0,196 0,212 0,229
Educational Institutions - 2,418 2,612 2,820
Mining - 2,418 2,612 2,820
Echo-tourism and Game Farm - 2,418 2,612 2,820
Public Worship = = - =
Public Service Infrastructure - 5 = -
Protected areas - = = =
State Trust Land & = = =

1.4.2 Sale of Water and Impact of Tariff Increases

Municipalities are required to review the level and structure of their water tariffs carefully, with a
view to ensure:

o Water tariffs are fully cost-reflective — including the cost of maintenance and renewal of
purification plants and water networks, and the cost of new infrastructure,;

° Water tariffs are structured to protect basic levels of services; and

° Water tariffs are designed to encourage efficient and sustainable consumption (eg through

increasing block tariffs).
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The tariff policy of the CoT specifically complies with the following principles:

5 Users of a municipality should be treated equally in the application of the fariffs;

e Tariffs must be set to levels that facilitate the financial sustainability of the service;

® The tariff system must encourage the economical, efficient and effective use of water;

° Provision may be made for the promotion of local economic development through a special - -
tariff for categories of industrial users; and

° Poor households must have access to at least basic services through direct or indirect

methods of subsidisation.

The existing CoT tariff structure complies with the above through the application of a rising block
tariff structure and with the application of a social package for indigents. The policy further states
that basic/availability charges be levied at a zero rate for all users and that only undeveloped stands
are charged. Industrial users are charges per a three block decreasing tariff structure to encourage
local economic investment for large water usage industries.

A tariff increase of 9%, 10% and 10% is proposed from 1 July 2011, 1 July 2012 and 1 July 2013
respectively and is based on input cost assumptions, which will generate R287,5 million additional
revenue and R1 986,7 million in total. A growth percentage in the rendering of this service of 0,5%
and 1,0% has been included for the 2012/13 and 2013/14 financial years respectively.

The water tariff structure will remain unchanged as a rising block tariff with pro-poor lower block
tariffs and pro-water conservation blocks for higher usage to encourage water savings. Cross
subsidisation from high water users to low water users ensures that full cost recovery of all water
expenditures is achieved. 12 k& water per 30-day period will again be granted free of charge to
registered indigents.

A summary of the proposed tariff increases with effect from 1 July for households (residential) and
non-residential consumers are as follows over the medium-term:

Table 7: Proposed water tariffs

CURRENT PROPOSED PROPOSED PROPOSED
TARIFFS TARIFFS TARIFFS TARIFFS
CATEGORY 2010/11 (9% increase) | (10% increase) | (10% increase)
201112 2012/13 2013/14
Per k€ Per k¢ Per k& Per k&
R R R R
RESIDENTIAL
(i) 0 — 6 ki per 30-day period 4,70 5:12 5,64 6,20
(ii) 7 — 12 ki per 30-day period 6,71 7,31 8,05 8,85
(i) 13 to 18 ket per 30-day period 8,80 9,59 10,55 11,61
(iv) 19 to 24 ke per 30-day period 10,18 11,10 12,21 13,43
(v) 25 to 30 ket per 30-day period 11,63 12,68 13,94 15,34
(vi)  31to 42 ki per 30-day period 12,58 13,71 15,08 16,59
(vii) 43 to 72 ki per 30-day period 13,48 14,67 16,14 17,75
(vii)  More than 72 ki per 30-day 14,41 15,71 17,28 19,01
period
MNON-RESIDENTIAL
(i) 0 — 10 000 kf per 30-day period 9,92 10,81 11,89 13,08
(i) 10 001 — 100 000 k{ per 30-day 9,41 10,26 11,29 12,42
period
(iii) More than 100 000 k£ per 3C- 8,77 9,56 10,52 11,57
day period
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The following table indicates the impact of the proposed increases in water tariffs on the water
charges for single dwelling-houses:

Table 8: Comparison between current water charges and increases (domestic)

2010/11 2011/12 2012/13 2013/14

Monthly Current amount | Amount payable | Amount payable | Amount payable

consumption payable (9% increase) (10% increase) (10% increase)
ke R R

20 141,62 154,32 169,80 186,78

30 252,12 274,81 302,29 332,52

40 377,92 411,93 453,13 498,44

50 510,76 556,73 612,40 673,64

80 922,16 1 005,15 1 105,67 1216,24

100 1 210,36 1319,29 1451,22 1 596,34

1.4.3 Sanitation and Impact of Tariff Increases

The tariff policy of the CoT will be applied throughout the CoT area, specifically complying with
legislative principles and promoting the principles of equity, sustainability, efficiency, economic
growth and subsiding the poor.

The existing CoT tariff structure complies with the above through the application of a charge
calculated according to the percentage water discharged. A zero based tariff is charged for
registered indigents for the first 5,88 k£ (98% of 6 k&) discharged. Industrial users are charged per a
special industrial tariff calculated on the strength and volume of effluent discharged.

A tariff increase of 8,0% on the existing CoT tariff structure for sanitation from 1 July per annum
over the medium-term is proposed. The total revenue expected to be generated from rendering this
service amounts to R484,5 million, R523,3 million and R565,3 million for the 2011/12, 2012/13 and

2013/14 financial years respectively.

The following table compares the current and proposed tariffs:

Table 9: Comparison between current sanitation charges-and increases

CURRENT PROPOSED PROPOSED PROPOSED
TARIFF TARIFF TARIFF TARIFF
CATEGORY 2010/M11 2011112 2012113 2013/14
(8% increase) | (8% increase) | (8% increase)
% DIS- TARIFF TARIFF TARIFF TARIFF
CHARGED PER k& PER k& PER k& PER k&
R R R R

0 — 6 k& per 30-day period 98 3,44 3,72 4,02 4,34

7 — 12 ke per 30-day period S0 4,66 5,03 5,43 5,86

13 — 18 ki per 30-day period 75 6,02 6,50 7,02 7,58

19 — 24 ki per 30-day period 60 6,02 6,50 7,02 7,58

25 -- 30 ki per 30-day period 52 6,02 6,50 7,02 7,58

31 — 42 ki per 30-day period 10 6,02 6,50 7,02 7.58
More than 42 ki per 30-day

period 1 6,02 6,50 7,02 7,58
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The following table shows the impact of the proposed increases in sanitation tariffs on the sanitation
charges for single dwelling-houses:

Table 10: Comparison between current sanitation charges and increases, single dwelling-

houses
201011 2011/12 2012/13 2013/14
Monthly Current amount Amount Amount Amount |
sanitation payable Payable Payable Payable
consumption (8% increase) (8% increase) (8% increase)
ke R R R R
5 16,86 18,23 19,70 21,27
10 37,00 39,98 43,19 46,62
20 79,71 86,09 92,97 100,37
30 112,94 124,97 131,72 142,21
40 118,96 128,47 138,74 149,79
50 120,64 130,29 140,71 151,91
80 122,45 132,24 142,82 154,19
100 123,65 133,54 144,22 155,70

1.4.4 Sale of Electricity and Impact of Tariff Increases

The Eskom price of bulk electricity supplied to municipalities will increase by 26,71% on 1 July 2011
(the percentage increase with regard to the outer years was estimated at 25% and 20%

respectively).

The guideline increase of 20,38% by NERSA for municipalities was based on the following
assumptions:

Municipal bulk purchase cost of 70%;

Bulk electricity purchase price increasing by 26,71%;

Salaries and wages increasing by CPI of 4,8% plus 2%; and

Repairs and maintenance, capital charges and other costs increasing by the assumed
inflation forecast of 4,8%.

The National Energy Regulator of SA (NERSA) has introduced a tariff design methodology called
the Rate of Return (ROR) and a tariff structure called the Inclining Block Tariff (IBT). The tariff
determined by the ROR consists of the value of the bulk electricity purchases and operations and
maintenance provisions subtracted from the Starting Regulatory Asset Base (SRAB).

On 24 February 2010, the Energy Regulator approved the implementation of the Inclining Block
tariffs (IBT) which requires all municipalities to implement the IBT specified by NERSA for all
municipalities’ domestic/residential customers on 1 July 2011.

The IBT tariff structure is designed as such that the customers who use the least amount of energy
pay less than the customers who use more energy.

Although a guideline tariff increase of 20,38% was indicated by NERSA, the specific circumstances
of the CoT necessitated an average increase of 19,8% with regards to households and a 25%
increase with regards to non-domestic and business categories, which results in an average
increase of 22,0% in revenue generated through the selling of electricity to CoT consumers.
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NERSA indicated repairs and maintenance to increase with 4,8%. However, repairs and
maintenance increased with 14,6% (R62,8 million) compared to the 2010/11 budgeted amount.
The total electricity revenue (including other sources) increased with 22,8% and the total
expenditure with 25,9%. This is clearly indicative that a 20% increase, as indicated in the NERSA
guidelines, is not sufficient to render this service in a sustainable manner, even though a higher

percentage increase is proposed.

The expected revenue to be generated from the sale of electricity (municipal accounts) amounts to
R7,5 billion for the 2011/12 financial year and increases to R10,7 billion in the 2013/14 financial

year.
The sliding scale tariffs for the 2011/12 financial year are as follows:

Table 11: Sliding scale tariffs

Tariffs blocks Tariff

c/kWh
Block 1 (0 -50 kWh) 96,94
Block 2 (51 — 350 kWh) 102,94
Block 3 (351 — 600 kWh) 108,44
Block 4 (>600) 115,54

Examples of monthly electricity consumption charges (single dwelling-houses):

Table 12: Comparison between current electricity charges and increases (domestic)

2010/11 2011/12 2012/13 2013/14
Monthly Current amount | Amount payable | Amount payable | Amount payable
consumption payable (20% increase) (20% increase) (18% increase)
kKWh R R R R
100 88,30 99,54 119,93 141,52
250 220,75 254,35 305,23 360,18
500 441,50 519,95 623,95 736,27
750 662,25 801,70 962,06 1135,24
1 000 883,00 1 090,55 1 308,68 1 544,26
2 000 1 766,00 2 245,95 2 695,18 3 180,36

The above table clearly indicates that the higher consumers will pay more (inclining block tariff).

Furthermore, it should be noted that changes in the consumption patterns and tariffs impacts
significantly on the revenue amounts owing to the magnitude thereof.

Registered indigents will again be granted 100 kWh per 30-day period free of charge.

Infrastructure development

Moast of the suburbs and inner city network was designed or strengthened around 1982 and it was
designed for 20-25 years hence the life-expectancy of these networks has peaked and the only way
to avoid dire consequences is to upgrade the entire network (substation and transmission lines).

The approved budget for the Energy and Electricity Division can only be utilised to prioritise the
upgrade of some committed projects and some untenable infrastructure (ie substations without
back-up supply). It is estimated that special funding for electricity bulk infrastructure to the amount
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of R319,0 million per year for five years will be necessary to steer the CoT out of this predicament
which process started in the 2009/10 financial year. However owing to financial constraints this
strategy will not reach the targeted goal within five years. :

1.4.5 Waste Removal and Impact of Tariff Increases

Currently the solid waste removal service is operating at a deficit. It is widely accepted that the
rendering of this service should at least break even. The main contributors to this deficit are repairs
and maintenance on vehicles, increases in general expenditure such as petrol and diesel and the
cost of remuneration. The CoT therefore embarked on a solid waste strategy to ensure that this
service is rendered in a sustainable manner over the medium- to long-term. Therefore tariff
increases of 17% per annum over a three-year period was embarked on. This strategy commenced
in 2009, but was put on hold for the 2010/11 financial year owing to a 9% tariff increase. It is now
imperative to continue with the strategy especially owing to the cost of absorbing the labour brokers
and a 17%, 15% and 15% increase is proposed from 1 July 2011, 1 July 2012 and 1 July 2013

respectively.

Registered indigents will not be charged for solid waste removal (one 85 bin removed once a

week).
The following table indicates a comparison between the current and proposed tariff increases (from

1 July):

Table 13: Comparison between current waste removal fees and increases

Tariff per container per
month or part of a month: 11008 2408 85¢ 85!
Areas serviced by means of | container container container container
(Tariff is multiplied by the | removed removed removed removed
number of service rounds | oncea once a twice a orice a
per week and the number of | week week week week
containers):
Current Tariffs ; ;
2010/11 Per lire (per service) (R) 0,1704 0,1704 0.3408 0,1704
Waste Removal Per month (R) 187,44 40,90 28,97 14,48
City Cleaning Per month (R) 187,44 40,90 28,97 14,48
Proposed Tariffs
2011/12 (17 % Per litre (per service) (R) 0,1994 0,1994 0,3988 0,1994
increase)
Waste Removal Per month (R) 219,34 47 86 33,90 16,95
City Cleaning Per month (R) 219,34 47,86 33,90 16,95
Proposed Tariffs 0,2293 0,2293 0,4586 0,2293
2012/13 (15 % Per litre (per service) (R)
increase)
Waste Removal Per month (R) 252,23 55,03 38,98 19.49
City Cleaning Per month (R) 252,23 55,03 38,98 19,49
Proposed Tariffs 0,2637 0,2637 0,5274 0,2637
2013/14 (15% Per litre (per service) (R)
increase)
Waste Removal |- Per menth (R) 290,07 63.29 44,83 22,41
City Cleaning Per month (R) 290,07 63,29 44,83 22,41

Tariffs for city cleaning are levied on all premises irrespective of who removes the waste generated

at the premises.
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1.4.6 Overall impact of tariff increases on households

The following table indicates the overall expected impact of the tariff increases on a large and small
household, as well as a registered indigent household receiving free basic services (no charges

applicable).

Table 14: MBRR Table SA14 — Household bills

200718 0089 | 2009110 Current Year 201011 ALY E Ml ety vy Rt Eap sty
Framework
o
escription Audited Audited Audited ariginal Adjusted Full Year B::f:l Budget Year | Budget Year | Budget Year
o (s i-} F
udgat Budget arecast .l 11z +12012113 | *2 201014
Randicent % incr.
Monthly Account for Housahold - 'Large’
Housshald
Rates and services charges: P
Properdy rakes 445,05 340,00 384,20 42262 422,62 422,62 8.0% 456,43 492,94 532,38
Eectricity  Basic lavy = i o = = = - = = =
Biecrricity - Consumptan 434,30 555,50 742,00 683,00 843,00 883,00 23,5% 1 090,55 130868 1544.25
Waler- Basic levy 9 & = = 1 iy = = " =:
Wler Coniimiphon 187,80 202,80 22914 252,05 252,05 252,05 8.0% 74,81 .= 132,52
Sanitalon 83,24 88,33 101,72 112,91 112.91 112,81 B.0% 12197 131.72 142,21
Rekws ianicv sl 55,80 64,13 7502 81,77 81,77 8177 17.0% 95.72 110,08 126,59
Oithar = - iz bt o = bt " = -
sub-totai| 1206,13 125178 1 532,08 1752,35 1752,35 175238 16,4% 203848 234571 Z 877,96
VAT on Barvices 106,56 127,65 160,70 188,16 186,16 188,16 - 21,63 258,39 300,38
Total large heusehaid bili: 131215 1372.41 1692,18 838,51 183851 193851 16,5% 261,11 7 605,10 2974,34
% incresse/-decrease 51% 22.71% 14.5% = = 16.6% 15.2% 14,3%
Monthly Account for Houssheld - 'Small’
Househeld
Rates and services charges:
Property raies - 185,00 210.80 231,88 231,66 23186 6.0% 250,19 701 291,82
Bleckicity  Basic levy - - - 0 - = - = - -
Elecriclty Consumpton 216,28 276 64 386,52 43973 419,73 439,73 17.7% 517,78 621,35 73320
Waler. Basic levy = - - - - - = - = -
Vidiars CottElmbls 144 50 156,05 178,28 193,82 183,92 193,82 9.0% 211,43 232,57 558
Sanitaton T1.78 77.35 BT 63 sr.27 97.27 a7.27 50% 105,07 113,47 122,50
Refuse removal 19.69 27 26,57 28,98 28.96 28,56 17.0% 3380 38,98 44,82
Oner - - = = - - - - = -
sukEatal 332,28 737,75 w061 997 54 931,58 597,54 Tz ERECEH 1 278,54 T s 17 |
VAT on Services 63,32 74.59 9240 108,36 106,38 108,38 - 121,55 140,83 151,89
Totsl small hausshold bill: 515,50 802,34 83,01 7,82 109782 1 097,82 [ 1238,52 T 477,47 1610,06
% increasal-decrease 55.0% 20,0% 14,0% - - 12,9% 14.3% 13,8%
Maonthly Account for Househeld - “Small’
Household receiving free basic services
Rates and services charges:
Property reles 78.18 4875 55,00 60.81 6061 60,61 6.0% 65,49 70,74 76.38
Becricity Besic lavy = - 5 i - - - - - =
Becicily* Conatimplon 26,06 33,33 44,52 5298 5298 32,88 10,9% 58,78 70.52 83,21
Water Besic levy = = # = - - - - - =
Visiar Consumption 21.00 2258 25.62 26,18 28.18 28,18 °,0% 0,72 3381 37.19
Sanilation 14,04 18,91 18,23 0,24 20.24 20.2¢ BO% 21,67 23,58 25.52
Malite ratriovsl 19,59 7271 8,57 2856 28,55 0,96 17.0% 33,80 38,88 44,82
Othar - e o pr o - - - = -
] 159,15 143,58 170,03 190,87 180,57 190,37 10,4% 20,74 37,68 267,12
VAT on Services 11,44 1328 18,09 18,25 18,25 18,25 - 20,34 23,37 28,70
Totsi small howsehold bill: 17128 156,86 186,12 208,22 708,22 208 22 10,4% 231,08 261,08 393,82
% incressel/-decrease i8,4%) 18,7% 12.4% - - 10, 4% 13,0% 12,5%
Note:
° Owing to the implementation of the new tariff structure for electricity (block charge), the percentage increase of
electricity charges was calculated according to the impact on consumer accounts.
e Free basic services are applicable to registered indigents only.

e 100 kWh free electricity -
s 12k free water
o 6 ki free sanitation
s No charge regarding refuse removal (one 851 bin removed ance a week)
= No charge regarding property rates.
e With regard to the example “smali household receiving free basic services” above it should be noted that as a
registered indigent household no charges will be applicable.
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1.5 Operating Expenditure Framework

The City's expenditure framework for the 2011/12 budget and MTREF is informed by the following:

o The asset renewal strategy and repairs and maintenance plan;

o Balanced budget constraint (operating expenditure should not exceed operating revenue)
unless there are existing uncommitted cash-backed reserves to fund any deficit;

o Funding of the budget over the medium-term as informed by Section 18 and 19 of the
MFMA,;

e The capital programme is aligned to the asset renewal strategy and backlog eradication
plan;

° Operational gains and efficiencies will be directed to funding the capital budget and other
core services; and

° Strict adherences to the principle of no project plan no budget. If there is no project plan no

funding allocation can be made.

The following table is a high level summary of the 2011/12 MTREF (classified per main type of
operating expenditure):

Table 15: Summary of operating expenditure by standard classification item

2011712 Medium Term Revenue &
Expenditure Framework

Audited Audited Audited Original | Adjusted | Full Year | Budget Year | Budget Year | Budget Year

Description 2007/8 2008/9 2002110 Current Year 2010/11

R thousand

QOutcome Outcome | Outcome Budget Budget Forecast 201112 +1 201213 +1 2013114
Expenditure By Type

Employ ee relaisd costs 2621003 3008 111 3516 465 3451 263 3 538 606 3528 606 4828 223 5 306 008 5 630 569
Remuneraon of councillors 44 201 85 351 56 016 B6 438 66 388 66 388 a0 293 %0 068 108 721
Debt impairment 280 847 376 125 1014 557 432 387 528 801 528 801 B40 147 985 509 1110278
Depreciafion & assetimpairment 574 807 592 405 815772 807 034 41 T4 T4 74N 855 860 432 224 1008 212
Finance charges 72 545 518 422 594 922 715617 G4 169 644 1283 T37 053 800 637 QU4 793
Buk purchases 2208 B18 2718 188 3639421 4 484 233 4519 236 4 519 235 5 B&0 050 7013 7oz B 427 076

= 587 853 630 005 675 252

Other matenals - - = - -
= - 3278 298 332297 3 556 310

Confacied services

Transfers and grants 11 585 9834 12 544 18 000 13798 13 799 14 282 14 782 15 299

Other ex penditure 3720317 | 4001666 | 3571835 4761671 5086114 | 5086 114 986 064 1041621 1126 894

Loss en disposal of PPE 23352 9 089 3127 5077 - - = = 2
Total Expenditure 9855375 | 11290169 | 13224660 | 14831720 | 15138875 | 15138875 17 879 128 20175952 22 B34 365

In terms of the projected R4,8 billion for the 2011/12 financial year, indicative salary increases have
been included and represents 27,0% of the total expenditure budget.

It should be noted that the Labour Broker employees have been directly contracted to the CoT
(without benefits) during the 2010/11 financial year with an additional cost implication of
approximately R400,0 million. In terms of the agreement with the Local Bargaining Council the
Labour Broker employees must be absorbed as permanent employees (with benefits) into the
organizational structure of the CoT. An amount of R129,1 million has been included in the 2012/13
financial year for the benefits of these directly contracted employees as part of the phasing in
approach.

Furthermore, it should be noted that an amount of R122,5 million has been included in the 2011/12
MTREF for critical vacancies that are in the process of being filled from 1 February — 30 June 2011
in accordance with the approved Human Resources process.
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Owing to the substantial increase in the Remuneration Budget as a result of directly contracting the
Labour Brokers to the CoT and the filling of critical vacancies in the 2010/11 financial year no
provision has been made on the 2011/12 MTREF for the filling of unfunded vacancies.

A 7,5% increase in salaries was factored into the budget. The three year salary increase
agreement determined that the increase from 1 July 2011, will be the CPI average of February 2010
to January 2011 plus 2%, unless the said CPI is lower than 5%. Since the inflation is below the
agreement’s lower limit, salary increases could once again have to be negotiated.

It should be noted that the above factors mainly contributed to the balanced budget constraint
during the compilation of the 2011/12 MTREF.

The cost associated with the remuneration of councillors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public Office
Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been taken
into account in compiling the City's budget. Provision for 10 members of the Mayoral Committee
and 210 councillors were made in the 2011/12 MTREF.

The provision for debt impairment was determined based on an annual collection rate of 94%. For
the 2011/12 financial year this amount equates to R840,1 million and escalates to R1 110,3 million
by 2013/14. While this expenditure is considered to be a non-cash flow item, it informed the total
cost associated with rendering the services of the municipality, as well as the municipality's
realistically anticipated revenues.

Provision for depreciation and asset impairment has been informed by the Municipality's Asset
Management Strategy. Budget appropriations in this regard amounts to R856,9 million for the
2011/12 financial year and equates to 4,8% of the total operating expenditure. Note that the
implementation of the GRAP accounting standards resulted in bringing a range of assets previously
not included in the assets register onto the register. The continuous cleaning exercise of the asset
regisier resulted in a2 relative increase in the provision for depraciation and asset impairment over
the previous years.

Finance charges primarily consist of the repayment of interest on long-term borrowing (cost of
capital). In relation to the total operating expenditure, finance charges makes up 4,8% (R737,1
million) of expenditure excluding annual capital redemption for 2011/12 and increases to R904,8
million by 2013/14.

Bulk purchases are directly informed by the purchase of electricity from Eskom and water from
Rand Water. The annual price increases have been factored into the budget appropriations and
directly informs the revenue provisions. Compared to the 2010/11 Adjustments Budget this group of
expenditure has increased by 25,2% from R4,5 billion to R5,7 billion, and increases to R8,4 billion
in the 2013/14 financial year.

Other materials comprise of amongst others the purchase of fuel, diesel, materials for maintenance,
cleaning materials and chemicals. In line with the City's repairs and maintenance plan this group of
expenditure has been prioritised to ensure sustainability of the City’s infrastructure. For the 2011/12
financial year the aporopriation against this group of expenditure amounts to R587,9 million and
increases to R67%,3 million in the 2013/14 financial year. These expenses have previously been
included under the other expenditure group.

Contracted services have been identified as a cost saving area for the City. As part of the
compilation of the 2011/12 MTREF this group of expenditure was critically evaluated and
operational efficiencies were enforced. In the 2011/12 financial year, this group of expenditure
totals R3,3 billion. For the two outer years growth has been limited to 2,9% and 5,8%. Contracted
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services were previously included under the other expenditure group. Further details relating to
contracted services can be seen in Table 87 MBRR SA1.

Other expenditure comprises of various line items relating to the daily operations of the municipality.
This group of expenditure has also been identified as an area in which cost savings and efficiencies
can be achieved. The 2011/12 budgeted amount declined to R0,99 billion from R5,1 billion and is
owing to the fact that other materials and contracted services are now being indicated separately as
a standard classification item. The growth in this group was limited to 5,6% and 8,2% in the outer
years.

The following figure provides a breakdown of the main expenditure categories for the 2011/12
financial year:

Figure 1: Main operational expenditure categories for the 2011/12 financial year

FOD00,000  wovmm o e e e s
gl{mlw} e - —
8,000,000
| 7,000,000
{ 6,000,000 -
= !
= 5,000,000 '
o
4,000,000
3,000,000 -~ -
2,000,000
1,000,000 - !
| e X o 7 |
: Employee related costs impairment Mal;f‘i:Lshaa:::ulk Other expenditure j
| |mo7neaup 2,621,003 574,907 2,206,618 4,452,647 :
! ™ 08/09 AUD 3,009,111 592,406 2,718,188 4970467
Q0910 AUD 3,516,463 nsin2 3638421 5,253,002
=CY 1011 BUD 3,451,263 897,034 4484233 5,999,190
ECY 1011 ADJ 3,538,606 41,74 4,519,236 6,339,292
B Budget Year 1142 4828223 858,860 6,247 303 5,946,142
E Budget Year +1 12113 5,306,008 832,224 7,643,707 6,294,013
D BudgetYear+2 1314 5,690,568 1,008,212 9,102,328 6,832,257

1.5.1 Priority given to repairs and maintenance

Aligned to the priority being given to preserving and maintaining the City’s current infrastructure, the
2011/12 budget and MTREF provide for growth in real terms in the area of asset maintenance, as
informed by the asset renewal strategy and repairs and maintenance plan of the City.

Compared to the 2010/11 Approved Budget the repairs and maintenance group of expenditure has
increased by 7,3% from R1 159,0 million to R1 243,2 million and increase to R1 390,2 millicn in the

2013/14 financial year, as indicated in the high level summary, an increase of 19,8%.
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Table 16: Operational repairs and maintenance (primary cost only)

Description Current Year 2010/11 2011112 Medium Term Revenue and Expenditure
Original Budget | Adjusted Budget Full Year Budget Year Budget Year+1 | Budget Year +2

R' thousand Forecast 2011112 2012113 201314
A= Total Repairs and Mainienance 1159 035 217 1059308 749 1059 308 749 1243 209 594 1294097 220 1390171 754
B = Tolal Operatng Expenditure 14 861 8684 453 15 172 727 525 16172727 525 17879 128 121 20 175 951 864 22 534 365 452
AB % 8% 7% 7% 7% 5% 6%

In view of the above the percentage repairs and maintenance measured against the total operating
budget equates to 7,0% in the 2011/12 year and maintain this level throughout the medium-term. It
can further be deduced that the CaoT is well within the average provision of repairs and maintenance
and confirms the asset renewal strategy as modelled into the LTFM.

It should be noted that in terms of NT regulations and formats repairs and maintenance is divided
between other materials, contracted services and other expenditure.

The table below provides a breakdown of the repairs and maintenance in relation to asset class:

Table 17: Repairs and maintenance per asset class

Description 00 | 200ms | 200810 Current Year 2010/11 AHIR M T Revos b
Expenditure Framework

R thoissaie Audited Audited Audited Original Adjusted | Full Year | Budget Year | Budget Year | Budget Year
Outcome | Outcome | Outcome Budget Budget Forecast 01112 + 201243 #2 2013114

EXPENDITURE OTHER ITEMS
Depreciation & asset impairment 574 507 582 406 815772 897 034 74174 T4 T4 B856 860 932 224 1009 212
Repairs and Mai e by Asset Class 1465128 | 1758311 1740091 | 1690116 1585947 1585947 1960 183 2085839 2218035
Infrastructure - Road transport 284 593 327 01 339 548 279 808 275 599 275599 a2 403 188 430 904
Infrastructure - Eleciricity 392 949 536 182 525 748 466 065 394029 394 029 433426 484 049 499 708
Infrastructure - Waler 175 078 187 878 185 359 186 486 174715 174715 196 630 211 542 226 T67
Infrastructure - Sanitation B 839 1277 28828 39000 38193 319 41 104 44 186 47 500
Iiastructine - Olher 340 4634 548 9048 8138 g1 H3245 9542 10 £83
InFasruchire B64 983 | 1068562 | 1084 961 980 408 890 674 B30 674 1050 780 1132 907 1215 567
Community 209 869 203013 216355 330955 317 642 7642 349010 I3 401 275
Heritage assels » - = . = - = - -
Invesiment propertes - - 2 - - - - - -
Other assels 380 270 487 736 438773 78753 Ji7en 377 631 560 333 558 341 801133
TOTAL EXPENDITURE OTHER ITEMS 2040035| 2391 7I7| 2555861 2587150 | 2327688 2327688 287043 21998 083 3227 M8

For the 2011/12 financial year, 53,6% or R1 050,8 million of total repairs and maintenance will be
spent on infrastructure assets. Electricity infrastructure has received a significant proportion of this
allocation totalling 22,1% (R433,4 million) followed by road infrastructure at 18,9% (R370,4 million),
water at 10,0% (R196,6 million) and sanitation at 2,1% (R41,1 million). Community assets has been
allocated R349,0 million of total repairs and maintenance equating to 17,8%.

1.5.2 Free Basic Services: Basic Social Services Package

The social package assists households that are poor or face other circumstances that limit their
ability to pay for services. To receive these free services the households are required to register in
terms of the City's Indigent Policy. The target is to register 150 000 indigent households for the
greater CoT area by 2016. The Indigent Exit Programme should be noted. Details relating to free
services, cost of free services, revenue lost owing to free basic services as well as basic service
delivery measurement is contained in Table 29 MBRR A10 (Basic Service Delivery Measurement).
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The number of households in informal areas that receive free services and the cost of these
services (eg the provision of water through stand pipes, water tankers, etc) are not taken into
account in this table.

The proposed threshold for the registration of indigents is currently under review.
The cost of the social package of the registered indigent households is financed by national

government through the local government equitable share received in terms of the annual Division
of Revenue Act.
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1.6 Capital expenditure

The following table provides a breakdown of the budgeted capital expenditure by Vote:

Table 18: 2011/12 Medium-term capital budget per vote

Description Current Year 2010111 2011112 Medium Term Revenue & Expenditure Framework j
g e | % | | % "o | % e ] *
Agriculure & Environmental Management 80,795 | 3.3% . 92,050 | 2.9% 73410 | 1.8% 65,300 | 1.6%
Cily Pianning 4523 | 0:2% 1,48 | 0.0% 950 | 0.0% 950 | 0.0%
Communiy Safety 22,224 | 0.9% 16,127 | 0.5% 18,515 | 05% 12,032 | 0.3%
Corporake & Shared Services 110,247 | 4.5% 174,765 | 5.5% 185708 | 4.7% 126000 | 31%
Economic Development 10,590 | 0.4% 5000 | 0.2% 3500 | 0.1% 2500 | 0.1%
Emergency Services 16,387 | 0.7% 27,529 | 09% 31,838 | 0.8% 23418 | 0.6%
Financial Services 16,259 | 0.7% 24,443 | 0.8% 13,000 | 0.3% 13,000 | 0.3%
General Assessment - | 00% - | 0.0% - | 0.0% - | co%
Healh & Social Developmant %316 | 1.1% 14334 | 04% 49,000 | 1.2% 34,000 | 0.8%
Housing and Sustainable Human Setlement Development 132,162 | 5.5% 576,742 | 18.1% 545,742 | 138% 662,355 | 16.4%
Ofice ofthe Execulva Mayor, Chief Whip, Speaker & City Manager 38637 | 1.6% 45924 | 14% 50,276 | 1.3% 5,292 | 1.6%
Public Works and Infrastucture Development 1,385,787 | 57.2% 1,343,206 | 42.2% 1,538,993 | 38.7% 1,542,872 | 28.1%
Sport, Recreaton, Arts and Culure 31,000 | 1.3% 72,700 | 2.3% 115,000 | 29% 105,000 | 26%
Transportand Roads 549,354 | 227% 791,451 | 24.8% 1,348,151 | 335% 1,396,276 | 34.5%
Total Capital Budget 2,424,280 | 100.0% | 3,185,418 | 100.0% 3,975,082 | 100.0% 4,049,095 | 100.0%

For the 2011/12 financial year an amount of R2,1 billion has been appropriated for the development
of infrastructure which represents 67,0% of the total capital budget. For the outer years this amount
totals R2,9 billion, 72,6% and R2,9 billion, 72,6% respectively for each of the financial years. Public
Works and Infrastructure receives the highest aliocation 42,2%, or R1,3 billion in 2011/12 followed
by Transport and Roads at R791,5 million, 24,8%.

Total new assets represent 38,9% or R1,24 billion of the total capital budget while asset renewal
equates to 61,1% or R1,95 billion. Further detail relating to asset classes and proposed capital
expenditure is contained in Table 28 MBRR A9 (Asset Management). In addition to the MBRR
Table A9, MBRR Tables SA34a, b, c provides a detailed breakdown of the capital programme
relating to new asset construction, capital asset renewal as wsll as operational repairs and
maintenance by asset class. Some of the salient projects to be undertaken over the medium-term
includes, amongst others:

Cemetery and crematorium development — R26,5 million;

° Parks, recreational facilities and swimming pools — R40,0 million;
o Transportation initiatives — R2,5 billion;

® Trading stalls for informal hawkers — R5,0 million;

e Fire fighting and security equipment — R60,0 million;

° Customer care offices — R16,0 million;,

° Hostels — R116,0 million;

e Electricity for all (backlog eradication) — R269,0 million;

® Refurbishment and renewal electrical network — R40,0 million;
° Installation of prepaid meters — R100,0 million;

e New electricity infrastructure — R591,0 million;

o Public lighting — R113,0 million;

® Automated meter reading — R120,0 million;
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° New waste water treatment works — R1,2 billion;

® Upgrading and renewal of sewers — R38,7 million;

® Bulk supply and backlog eradication of water - R558,0 million;
e Refurbishment and renewal of water network — R173,3 million;

Backlog eradication of roads — R419,8 million;

Backlog eradication of stormwater drainage — R90,0 million;
Rehabilitation of roads — R130,0 million;

Formalisation of Informal Settlement — R1,5 billion;
Extension of clinics — R67,0 million;

New connections — R72,0 million; and

° Flooding backlogs — R384,9 million.

Furthermore a detail breakdown of the capital budget per project over the medium-term is indicated
in Table 85 MBRR SA36.

The following graph provides a breakdown of the capital budget to be spent on infrastructure related
projects over the MTREF.

Flgure 2: Capltal Infrastructure e Programme
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1.6.1 Future operational cost of new infrastructure

The future operational costs and revenues associated with the capital programme have been
included in Table 84 MBRR SA35. This table indicates that future operational costs associated with
the capital programme totals R35,9 million in 2011/12 and escalates to R65,9 million by 2013/14.



1.7 Annual Budget Tables - Parent Municipality

The following pages present the ten main budget tables as required in terms of section 8 of the
Municipal Budget and Reporting Regulations. These tables set out the municipality’'s 2011/12
MTREF as approved by the Council. Each table is accompanied by explanatory notes.

Parent Municipality

Table 19 - MBRR Table A1: Budget Summary

Description 20078 2008/8 2008/10 Current Year 2010011 2011712 Medium Tarm Revenus &
Expenditurs Fram ewsrk
B . [ Audited Audited Audited Criginal Adjusted | Full Year | Budget Year | Budget Yaar | Budget Year
Budget Budget Forecast 201112 +1 202113 +2 2013114
Financisl Performance Y
Propery rams 2 187 669 2272869 2683 123 3021875 | 3021875 2071 878 3 461 000 3 737 8a0 4 036 500
Service cnarges 4 B8 959 S 615671 7 148 585 & 450 827 B 599 330 B 539 130 10 488 Tag 12 303 932 14 498 072
Inv estment rev enua 136 555 122 500 96 769 120 080 104 567 104 557 55 877 AT 458 43 855
Trenslars recognised - operaional 1392 035 1624 272 1 B0% 504 19786 514 2 208 008 2 206 008 2263728 2518178 2684 778
Other own rev enua 1 166 306 1 489 943 1 177 640 1482965 | 1450 802 1 450 802 1 821 391 1 602 825 1706 394
:::Iﬂ::::::}(“"'""“ CHpItAl TWARI R o g 720523 | 11125254 | 12913831 | 15052281 | 15382 582 | 15 382 582 17 @91 785 | 20210 273 22 871 998
Empioy ee costs 2 621 003 3009 111 3 516 465 3451 283 3 538 606 1538 BOE 4028 222 5 108 QOB 5 90 565
Remunerason of councitors 44 201 55 351 &6 016 BE 438 65 Ja8 66 383 a0 251 59 068 108 721
Depreciaton & assel impairment 574 907 592 406 B15 772 897 034 741 741 741 Fat 455 860 932 224 1008 212
Finance charges 272 545 518 422 594 022 715617 G544 189 644 189 737 058 800 637 04 TES
Manists and bulk purchases 2 206 B18 2718188 3639 421 4484213 | 4516 236 4518 236 6 247 803 7 843 707 5 102 328
Translers and grants 11 585 9834 12 544 18 000 13 799 13 728 14 282 14 782 15 208
Oiher ex pendiure 4024 316 4 386 860 4 589 519 5199 135 5614 #15 5514 91§ 5 104 509 § 79 526 5 B0J 482
Tatal Expenditure § 855 a75 11 290 169 13 224 68D 14 B31 720 15 138 475 15 138 A78 17 879 128 20 175 952 22 634 365
Surplus/{Deficit) {134 B52) {164 815) (311 029) 220 540 243 708 243 706 12 657 34321 237 811
Translers recogrised - capitsl 466 059 B50 643 763 239 1325 026 564 862 564 BE2 1174 581 1953 356 Z 122 942
c ised . caplial & asses - = - - - - - - -
Surplusi{Deflcit) after capital transfers & 31 207 485 728 452 210 1 545 566 808 568 808 588 1187 238 1 987 577 2360 573
contributions
Share of surplus/ (deficil) of associnke = o= = = - = - - -
Surplus/(Deficit) for the year 331 207 485 728 452 210 1 845 558 BOB 568 208 566 1187 238 1 987 677 2 360 573
-E-np‘ul wapanditure & funds sources
Capital wapenditure 1 757 478 2 685 511 2204 414 3794 975 2424 ZBO 2 aze 280 ERTEIERT] 3875 082 & Qa4 0BS5S
Transters recognised - capital 460 782 655 638 762 656 1325 026 564 862 564 BEZ 1174 581 1953 358 2122 542
Pubsc conribulions & donaions - 138 622 237 440 &7 700 127 11 127 131 130 Y24 133 avo 136 071
Borrow ing 442 741 1 580 068 720 000 1 000 000 1361 000 1361 000 1 500 000 1 500 000 1500 000
Intamally generated Rnds B54 143 301 188 AB4 318 782 249 371 288 371 288 360 112 388 357 290 082
Totsl sources of capital funds 1757 BTG 2 B85 511 2204 414 3184 975 2424 2B0 2 424 280 3185418 3975 082 4 049 095
Financial position
Tatal curent assets 3 303 326 4 000 077 4033 749 5007 808 | 5708 94& 5708 948 & 167 526 7 224 670 B G01 148
Toml nen cumant essals 10 855 490 | 13988644 | 15073776 | 18738 740 | 18174 148 | 16 174 148 21 427 814 23 748 B34 75827 163
Tatal current labilives 2 Ba4 801 3935 219 4 600 405 IEE6 670 | 4334121 4334 121 4 581 764 4 583 B74 4978 308
Totsl non current iabiilies 3 740 228 5812 631 5833 038 7120589 | 7a7o7e2 7 478 792 7 944 922 9493 434 10 625 113
Commumly wealh/Equity 7 636 789 8221 871 se7acar | 12930288 | 10068 121 | 10060 181 15 098 653 15 295 956 18 574 080
Cash flows
Net cash from (used) opersing 2 035 931 2 156 354 1 856 145 2 757 466 1452 672 1452 673 2776 31 3 082 TAT 1502 360
Het cash Fam (used) inv asling {2 543 208)| (3 626 457)| (1929 551)| (2664 4B3)| (1831071} (1 EIOTNY (2 454 319) {3 281 674) (3Ns5 T
Hat cash from (used) Snancing w6 218 1 460 889 522 931 443 652 800 T80 500 760 1043 447 1203 797 1078 T20
Cashicash equivalents ot the year end 171 965 171 761 721 277 1298 B26 1043 292 1043 292 1808 077 2 783 987 4 050 22§
Cash backing/surplus reconcilistion
Cash and inv estments av silabie 597 518 G54 47T 917 942 1 685 573 1523 576 1523 578 2 420 491 3 350 783 4 862 377
Applcaton of cash and inv astments 221 040 870 394 1 B80 650 TOT 113 575 028 575 G078 221 010 1002 118 1285 531
Halance - surpius (shortall} a75 478 (315 817) (762 708) 278 450 548 548 248 543 1489 482 2 157 685 3 276 B4R
Anset mmﬂ-mml
Assut regislr summary (WOV) 0575902 | 12 623004 | 14 408 873 19 558 133 902 133 902 147 288 152 674 155 088
Cx & assat impah 574 007 882 406 B15 772 BET 034 Ta1 741 T4l T4l 856 B0 812 224 1008 2112
Renew al of Exising Assets 1414 103 1 8986 330 1203 907 1568 7A2 18586 TTR 1858 778 1947 448 2121 237 2 236 345
Repairs and Maimtenance 1 465 128 1759 311 1 740 021 1 690 116 1585 947 1 585 947 1860 183 2 065 839 2218 038
Free services
Coslof Free Basic Services provided o 79 926 188 164 186 086 186 066 186 066 213 067 305 §81 413 471 |
Revanue cost of fee ser ices provided 75 851 188 919 333 012 a7 497 373 487 373 ag7 411 330 564 BT7 748 180 |
Households below minimum service Im_'
Walsr 10037 4 280 2722 1T 1™ 1™ 9214 9 502 9 204
Sanimlionsew erage & 300 & 187 7778 7 388 7 338 7 388 7119 B B7O 4 599
Energy 85 194 52 792 51072 49172 49 172 49 172 84 625 51 839 48 503
Rafuse. 145 111 121 981 106 009 #4 588 4 569 94 568 1131 248 | 111089 | 111 684
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Explanatory notes to MBRR Table A1 - Budget Summary

g MBRR Table A1 is a budget summary and provides a concise overview of the City’s budget
from all of the major financial perspectives (operating, capital expenditure, financial position,
cash flow, and MFMA funding compliance).

2. The table provides an overview of the amounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and funding
compliance, as well as the municipality’s commitment to eliminate basic service delivery
backlogs.

3. Financial management reforms emphasises the importance of the municipal budget being
funded. This requires the simultaneous assessment of the Financial Performance, Financial
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary
provides key information in this regard:

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF.
b. Capital expenditure is balanced by capital funding sources, of which
i. Transfers recognised is reflected on the Financial Performance Budget;
ii. Borrowing is incorporated in the net cash from financing on the Cash Flow
Budget; and
ii. Internally generated funds are financed from a combination of the current
operating surplus and accumulated cash-backed surpluses from previous
years. The amount is incorporated in the Net cash from investing on the Cash
Flow Budget. The fact that the municipality's cash flow remains positive, and is
improving indicates that the necessary cash resources are available to fund the
Capital Budget.

4, The Cash backing/surplus reconciliation indicates that in previous financial years the
municipality’s obligations are not cash-backed. Consequently Council has taken a decision
to ensure adequate cash-backing for all material obligations in accordance with the strategy
towards reserves cash backing. This cannot be achieved in one financial year. However,
over the MTREF there is progressive improvement in the level of cash-backing of obligations.
It is anticipated that the goal of having all obligations cash-backed will be achieved over the
medium-term.

5. Even though the Council is placing great emphasis on securing the financial sustainability of
the municipality, this is not being done at the expense of services to the poor. The section of
Free Services shows that the amount spent on Free Basic Services and the revenue cost of
free services provided by the municipality continues to increase. In addition, the municipality
continues to make progress in addressing service delivery backlogs.



Table 20 - MBRR Table A2: Budgeted Financial Performance (revenue and expenditure by
standard classification)
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2011112 Medium Term Revenue &

Standard Classification Description 2007/8 20089 2009/10 Current Year 2010711 Expenditure Framework
Ritousand Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Cutcome Outcome Qutcome Budget Budget Forecast 2011/12 +1 201213 +2 201314
Revenue - Standard
Governance and administration 3 802 232 4264 723 4 735 453 5177 614 51225 543 5225 543 5994 466 B 445 361 5903 934
Ex ecufive and council 21 800 76 308 85 376 23038 91283 91 283 60 140 50 148 B5 156
Budget and treasury ofice 0 (11} - - 1843 1843 7756 7 542 7578
Corporate services 3780 482 4 188 426 4 650 077 5154 575 5132 417 5132417 51926 559 5387 BT1 6831 280
Community and public safety 508 274 514 277 253 705 238 869 241 982 241 962 702 503 742 628 855 872
Community and social services 133 867 19 457 17 146 24 930 26 467 26 467 38 530 28 622 29 88T
Sport and recreation 58 055 54 209 62 325 20 322 18 861 18 661 61858 51624 54 642
Public safely 50 310 41160 31190 | #7453 70 267 70 267 61 648 64 B35 68 147
Housing 199 359 31922 67 157 40 096 44 208 44 208 448 400 482 740 596 805
Health 66 683 67 528 75 886 78 889 82358 82 358 91 06a 102 807 106 570
Economic and environmental services 485 593 584 290 803 128 1321485 766 319 766 819 FEL R 1339 485 1 406 606
Planning and dev elopment 119 252 125 413 106 882 113617 115952 115 652 122765 127 658 132 78s
Road transport 366 283 458 346 695418 | 1207708 649 430 649 430 651 187 1211650 1273633
Enviranmental proecton 58 530 829 160 1437 1437 169 178 188
Trading services 5263 958 6275115 7738 393 9 462 669 9 554 831 9 554 831 11 428 399 13 460 163 15642 859
Blectricity 3191 679 3850 510 5304 944 6527 982 6479737 6479 737 7957 116 9488 415 11 250 706
Waler 1 382 402 1 480 650 1526 547 1748 138 1866 736 1 866 736 2 196 828 2 374 837 2546 738
Waske w ater management 383 281 477 6T 497 157 679 403 701 557 701 557 677 712 914 §38 960 585
Wase management 306 596 356 285 409 745 507 147 506 851 506 851 595 142 682 273 784 830
Other 126 475 137 484 146 191 176 650 158 238 158 238 166 877 175992 185 607
Total Revenue - Standard 10186 582 | 11775897 | 13676870 | 16377287 | 15947443 | 15947 443 19 066 166 22 163629 24 994 938
Expenditure - Standard
Governance and administration 2 615 807 2 507 B62 2 797 399 2 583095 27380259 2780 259 3 200 005 3411 980 3731500
Execubive and council 199 596 359121 474 571 379 4656 kGERG] Jd4 40 425 293 442153 473 380
Budget and freasury ofice 13828 13 858 15 660 17 289 18 901 18 901 83097 &8 832 94 272
Corporate services 2402383 | 2134683 | 2307149 | 2286340 | 2376957 237BO57 2687 715 2879994 3163 848
Community and public safety 1 689 283 1939 395 2118777 2408109 2451363 2 451 363 2 046 422 3178 166 3406 833
Community and social services 187 143 221 661 240 960 313636 315 643 315 643 294 14 317 595 339 334
Sport and recraaton 401 350 466 929 552 267 604 622 629 057 629 057 704 567 8T 028 851628
Pubiic safety 646 403 674 331 802 854 934 629 927 673 927 873 1 260 588 1334832 1413028
Hausing 279 141 385 831 297 016 328 337 J49 B28 349 828 404 504 425 960 466 770
Health 175 248 190 583 226 680 225 B8S 228 961 226 961 281 650 32783 336 073
Economic and environmental services 944 599 1175532 1 350 457 1 589 485 1732142 1732142 1706 750 1861 741 2 008 286
Planring and dev elopment 189 664 226 787 227 762 299 363 289 034 289 034 310 046 333970 353 275
Road fransport 718 204 908 605 1077732 1238 060 1391076 1391 076 1321 442 1447 345 1569 044
Environmental protecton /7N 40 140 44 9654 52 062 52032 52032 75 263 80 425 85 967
Trading services 4 495 614 5561 573 6836 879 7983429 B 025 024 8025024 9 580 023 11 566 924 13 317 748
Elecincity 2729799 3576 396 4 508 701 5 406 037 5331548 5 331 549 6675028 8052059 9 456 080
Water 1073 103 1144 342 1286 049 1435379 151181 151183 1803214 1974 799 2 208 807
Waste w zter management 259 486 279 936 32715 393 963 399 537 398 537 441 290 489 447 533713
Waste management 433 226 560 838 723 414 748 050 782 107 782 107 960 491 1050 618 1113149
Other 110072 106 008 120 147 167 602 150 088 150 088 145 928 157 142 167 999
Total Expenditure - Standard 9855375 | 11290169 | 13224 660 | 14831720 | 15128875 | 15138873 17 879 128 20 175952 22634 3165
Surplus/{Deficit) for the year 331 207 485 728 452 210 1 545 566 808 563 808 568 1187 228 1 987 677 2 360 573
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and
expenditure by standard classification)

1.

MBRR Table A2 is a view of the budgeted financial performance in relation to revenue and
expenditure per standard classification. The modified GFS standard classification divides the
municipal services into 15 functional areas. Municipal revenue, operating expenditure and
capital expenditure are then classified in terms of each of these functional areas which
enable National Treasury to compile 'whole of government’ reports.

It should be noted that the Total Revenue on this table includes capital revenues (Transfers
recognised — capital) and so does not balance to the operating revenue shown on MBRR
Table A4.

It should be noted that as a general principle the revenues for the Trading Services should
exceed their expenditures. The table highlights that this is the case for Electricity, Water and
Waste water functions, but not for the Waste management function as this function is
currently operating at a deficit. The municipality will be undertaking a detailed study of this
function to explore ways of improving efficiencies and provide a basis for re-evaluating the
function’s tariff structure. Currently a 17%, 15% and 15% tariff increase is proposed over the
medium-term.

Other functions that show a deficit between revenue and expenditure are being financed from
property rates revenue and other revenue sources.
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Table 21 - MBRR Table A3: Budgeted Financial Performance (revenue and expenditure by
municipal vote)

2011112 Medium Term Revenue &

Vote Description 2007i8 200819 200910 Current Year 2010/11 Expenditure Framework
A Auditad Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
(4] Qut Outy Budget Budget Forzcast 201112 +12012113 | 422013014
Revenue by Vote
Agriculture & Environmental Management 425 877 4A8 494 544 108 643722 651 055 651055 759 538 840 824 951921
City Planning 117 226 122 633 102 870 107 1428 109 482 109 482 116 142 120 875 125833
Community Safety 145 204 138 828 132652 143145 161 165 161 1685 157 537 165 831 174 563
Corporate & Shared Services 44 635 51702 50 900 60 979 61 553 61553 65 768 69 385 73201
Economic Development 1793 2781 3513 2068 24970 2870 313 jaa 3482
Emergency Services 43034 44 354 51806 51070 52671 52 671 57 038 59939 60 504
Financial Services 63 067 118197 131 589 148 960 138 007 138 007 95 069 88 318 86 779
General Assessment 1673434 | 40190686 | 4488915 4?494563? 4934 595 | 4534599 5773382 6237 378 6 678 740
Health & Social Development 27022 25 381 26431 30 479 32 368 32 368 36 358 45 852 49 214
Housing and Sustainable Human Setiement
Develcmant 199 358 331822 67 157 40 096 44 208 44 208 449 400 492 740 596 806
oy Clisl g 21243  7s635|  eades| 25500  msase|  94meo 63763 53778 58793

Speaker & City Manager

Public Works and nfastucture Development 4057362 | 5918830 | 7328648| B80955522| 9048030| 904B030| 10832256 | 12777890 | 14858029

Sport, Recreation, Arts and Culture 157 690 38 456 53748 12388 14 860 14 860 55724 48 955 49304
Transport and Roads 309575| 398618 | 630540 | 1209672| 01573  BO1ST3 600707 | 1158561 | 1217799
Total Revenue by Vote 10186 582 | 11775897 | 13676670 | 16377287 | 15947443 | 15947443 | 19066366 | 22163629 | 24994928

Expenditure by Vote to be appropriated

Agicuktire & Envkonmentsl Mariagerment 863512 | 1031934 | 1284025| 13s5064| 1403368 | 1403368 165974s| 1828508 1950647
Cly Planning 130884 | 14t282| 148401 1s2058| te0ezr|  tm0e27 197 154 214 490 226522
Communily Saisly ss15e4| G11105| 68605 | @0601| somess| somess| tosa7e1| 11s312¢| 1221004
Corporate & Shared Sevices 39851 | 819496 | o82912| 1032200| 1036464| to34se| 1221890| 1259800| 13395
Etonomic Devaloarant 45250| 67007 s6724|  e7ees|  e9ss2| 6962 70 201 73660 77 846
Eiperiiel Surlies 193164 | 1e5007| 2r2365| 204sss|  a04dst| 30445 278720 405775 433100
Finaricial Servicas sogese | s30073|  se0z00|  eorase|  7emdzt | 7dsan B0 950 847 721 908 501
B Hesaearaar 1154303 | 7emgse| 7es2d0| o so4zr9|  629665| 629665 732885 5167 | 1004784
Health & Sacial Development 1863200| 215225| 237890 287005| 287701| 267701 30983 340 279 365 062
HENSN g kraabin Human Seement 20003| 397164| 303018 345325| Is6265| 356265 410938 432 514 4735271
Cevelopment

OF S OE S ey, Giiet g, gsaqr|  w0109| si0577|  a2aee|  s12e07| 412807 |  soesi8|  s2sods|  s6d600

Speaker & City Manager

Public Works and Infrastructure Development 4062387 | 5000735 6108731 7236667 | 7245407 | 7245407 8022707 10 519 635 12208 222

Sport, Recreafon, Ars and Culture 152 738 187 241 200192 247783 260 034 260034 240 687 282 770 285010
Transport and Roads 720 078 902747 | 1065600 1263062) 1395346| 1395346 1328 989 1456 407 1578624
Total Expenditure by Vote 9855375 | 11290169 | 13224660 | 14831720 | 151384875 | 15133875 17 879128 20175952 22 634 363
Surplusl/{Deficit) for the year 331 207 485728 452210 | 1545 566 808 588 208 568 1187 238 1587 677 2360 573

Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and
expenditure by municipal vote)

1. MBRR Table A3 is a view of the budgeted financial performance in relation to the revenue
and expenditure per municipal vote. This table facilitates the view of the budgeted operating
performance in relation to the organisational structure of the City. This indicates the

operating surplus or deficit of a vote.
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The following table is an analysis of the surplus or deficit for the electricity and water trading
services.

Table 22 - Surplus/(Deficit) calculations for the trading services

Voté Descrintion 20118 200818 200910 Current Year 2010011 m1lf12Med|umT;::mI:!::;una Expendilure |
| T ] B | o | e [
=
Taksl Revenus [incl capial gran's and transiers) 3,131,679 3330510 5304944 6,527,982 6,475,737 647373 7357716 94868415 11,250,708
Operaing expendiure 2729,7199 3,576,396 4,509,701 5,406,037 5331549 5331543 6.675.028 8,052 053 9,455,080
Surplusi{deficit] for the year 451 881 74,113 735,243 1,121,845 1,148 188 1,148,182 1,202,688 1,436,155 1,794,825
Percantage Surplus 14% ”% 15% 1% 18% 8% 16% 15%| 18%:
Waler
Total Revenus {incl capial granis and Fansiers) 1,382 402 1,480,850 1,526,547 1748128 1,866,738 1,865,738 2,196,828 2374877 2546,738
Operaing sxpandire 1.073,103 1,144 342 1,265,043 1,435,379 1,511,831 1,511,831 1,803,214 1974793 208807
Surplus/{deficit) far the year 308,793 346,307 240,438 . * 32TA 354,506 354,908 393,613 400,023 437937
Percentage Surplus 2% 2% 16%| 1i% 1% 19% 18% 7% 1%
1 The electricity trading surplus is stable at 16% for the 2011/12 to 2013/14 financial years
respectively. This is primarily as a result of the high increases in Eskom bulk purchases
and the tariff setting policy of the municipality to buffer the impact of these increases on
individual consumers.
2. The surplus on the water account decrease over the MTREF translating into a surplus of
18%, 17% and 17% for each of the respective financial years.
3. It should be noted that the surpluses on these trading accounts are utilised as an internal

funding source for the capital programme for asset renawal, refurbishment and the
development of new asset infrastructure, and are not used to cross-subsidise other
municipal services.
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Table 23 - MBRR Table A4: Budgeted Financial Performance (revenue and expenditure)

2011/12 Medium Term Revenue &
Expenditure Framework

Audited Audited Audiled Original Adjusted Full Year | Budget Year | Budget Year | Budpet Year

Qutcome Qutcome Quicome Budget Budget Forecast 2011112 +1 2012/13 +2 201314

Descrlption 200718 200808 2008110 " Current Year 2010011

R thousand

|Revenue By Source
2 167 669 2272 869 2683123 3021875 3021875 3021 875 2 461 000 3 737 BEO 4 036 500

Property rales

Property rales - penalfies & collecfion charges = - - - - = & ¥ -

Service charges - eleckiclly revenus 3034577 | 3646778 | 5014279 | 010000 5010000 | 6010000 | 7453000 | BO4G 12| 1073 EST

Service charges - waler revenue 1232886 | 1317503 | 1395084| 1618400 1738403 | 1738403 | 202591 | 2207883 | 2483744
303 406 335 760 areet 39254 418 543 418 543 484 287 523335 565 208

Sarvice charges - sanitafion revenue

Service charges - refuse revanue 267 689 318 129 365 290 429 B84 432 3684 432 384 516 350 586 817 893 203
Service charges - other } = = T = = - - - -
Rental of faciktes and squipment B84 217 85 847 68 930 105 503 107 919 107 913 114 400 120 692 127 330
Intrest sarned - ex lernal inv estments 135 555 122 500 96 769 120 080 104 567 104 567 55 877 47 458 43 855
Interast eamed - oulstanding deblors 179 065 337 525 283426 |* 351148 274 388 274 386 293 108 127 568 366 074
Div idends received = = & £ = o = - =
Fines 39357 18 676 4512 31 000 30422 a0 422 2202 2312 2428
Licences and permits 29 499 28 424 25 262 34 783 34529 34529 47 218 49612 5218
Agency services - - " ~ = o = % =
Transfers recognised - operafonal 1392035 | 1624272 1808504| 1976514 | 2206008 | 2206008 2383728 2518178 2668 778
Other revenua 829 131 1015 692 775 810 955 581 1003544 | 1003 544 1064 485 1102643 |- 1158433
Gains on disposal of PPE 4837 2719 - 4950 - - = & =

Total Revenue (excluding capital transfers and
contributions)

9720523 | 11125254 | 12913631 | 15052281 | 15382 582 | 15382 582 17 891 7835 20 210 273 22871 9%

Expenditure By Type

Employ ee related costs 2621003 | 3009111 3516465 | 3451263 | 3528606 ( 3533606 4 828 223 5 305 008 5 690 569
Remunarason of councillors 44 201 55 351 56 016 66 438 66 388 66 388 90 393 59 068 108 721
Debt impairment 280 647 378128 1014 557 432 387 526 801 528 801 Bag 147 965 609 1110 278
Dapreciaton & asset impairment 574 507 592 406 815772 897 034 T4 T T4 741 B5G 860 932224 1 009 212
Financa charges 372545 518 422 504922 TI5 617 644 189 644 189 737 058 800 637 004 755
Bulk purchases 2206818 ZTi8180 3639 421 4 484 233 4519230 | 4519273 5 850 050 T 013702 8 427 076

5 - - 587 852 630 005 675 252

Other materials = wo: =
- - 3278 298 asr2aw 3586 310

Conracted services

Transfers and grants 11 585 9834 12 544 18 000 13788 13792 14 282 14 782 15 299
Other ex penditure 37037 4 001 666 3571835 4761 671 5086114 5086 114 985 064 1041821 1126 884
Loss on disposal of PPE 23352 9 065 LR sa77 - - - - =
Total Expenditure 9BS5375| 11290169 | 13224660 | 14831720 | 15138875 151388735 17 879 128 20 175 952 22 634 165
Surplusi{Deficit) (134 852)) (164 915) (311 029) 220 540 243 To6 243 706 12 657 343 237 63
Transfers recognised - capital 466 058 650 643 763 239 132502% 564 BEZ 564 BG2 1174 581 1953 356 2122 942

Canfribuons recognised - capilal = - IE =
Connbuted assels
Surplus/(Deficit) after capital transfers &
contributions

331 207 485 728 452210 | 1 345 566 608 368 408 568 1187 238 1887 677 2360 573

Taxalon

Surplus/(Deficit) after taxation 331 207 485728 432210 | 1 345 566 808 368 808 38 1187 233 1987 677 2360 573

Atributable o minorites
Surplusi{Deficit) attributable to municipality 331 207 483 728 452210

1 545 566 208 563 808 568 1187 238 1987 &17 2 360 513

Share of surplus! (deficil) of associale
Surplus/(Deficit) for the year 331 207 485 728 452 210

1 545 565 808 588 608 568 1167 238 1987 677 2360 573




Explanatory notes to MBRR Table A4 - Budgeted Financial Performance (revenue and
expenditure)

1.

Total revenue equates to R17,9 billion in 2011/12 and escalates to R22,9 billion by 2013/14.
This represents a year-on-year increase of 13,0% for the 2012/13 financial year and 13,2%
for the 2013/14 financial year.

Revenue to be generated from property rates is R3,46 billion in the 2011/12 financial year
and increases to R4,04 billion by 2013/14 which represents 17,7% of the operating revenue
base of the City and therefore remains a significant funding source for the municipality. It
remains relatively constant over the medium-term and tariff increases have been factered in
at 8% for each of the respective financial years of the MTREF.

Services charges relating to electricity, water, sanitation and refuse remaoval constitutes the
biggest component of the revenue basket of the City totalling R10,5 billion for the 2011/12
financial year and increase to R14,4 billion by 2013/14. For the 2011/12 financial year
services charges amount to 58,6% of the total revenue base and grows on average by 17,2%
per annum over the medium-term. This growth can mainly be attributed to the increase in the
bulk prices of electricity and water.

Transfers recognised — operating includes the local government equitable share and other
operating grants from national and provincial government. It needs to be noted that in real
terms the grants receipts from national government are growing over the MTREF by 6,5%
and 6,0% for the two outer years.

The following graph illustrates the major expenditure items per type.

Figure 3: Expenditure by major type

Depreciation & assst
impairment, 4.5%

Reniuneration of _~
councillors_ §.5%

.. Transters and grants,
td 0.1%

Finance charges, 44% &

¥
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Bulk purchases have significantly increased over the 2007/08 to 2013/14 period escalating from
R2,2 billion to R8,4 billion. These increases can be attributed to the substantial increase in the cost
of bulk electricity from Eskom and water from Rand Water.

Employee related costs and bulk purchases ‘are the main cost drivers within the municipality and
alternative operational gains and efficiencies will have to be identified to lessen the impact of wage
and bulk tariff increases in future years.
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Table 24 - MBRR Table A5: Budgeted Capital Expenditure by vote, standard classification
- and funding source

Vots Description 2007i8 200818 2009110 Currant Yeur 2010/11 EFVIEZ M e Tern e
Expenditurs Framewark
T Audited Audited Audited Original Adjuatad Full Year | Budget Year | Budget Year | Budget Year
o Budget Buget Faracast 2011112 +1 2012413 +2 2013114
Capitsl sxpenditurs - Vote
Multl-yasar sxpenditure to be appropristed
A 2 Ew 50 684 104 920 50 874 79 985 80 795 80 785 79 B50 73410 83 300
City Planning 4 284 7 297 20 1113 1023 1023 1148 850 as0
Community Sekaty 10 9205 17 259 55 279 22 224 22 224 22 224 16127 18 513 12 032
Corporaim & Shared Servicas 51 946 75 341 85 202 131 517 107 047 107 047 174 765 185 7og 126 0OO
Econormic Dev slopmant 4 355 12 057 10 871 10 530 10 580 10 590 5 oo 3 500 2500
Emargancy Services 8 763 12 828 2 583 16 387 16 387 18 387 27 529 31 838 23 418
Financial Sarvices 10 843 11 B38 aTTs 16 259 16 258 16 258 24 443 13 000 13 000
Ganeral Assessment = - - o - - - - e
Hesith & Social Dev elopmant 5273 8 7rs 12T 30 216 5 318 26 316 14 354 43 00a 34 0ao
::’x:;’”‘“‘""’" e, SeNament 186 857 283 853 168 047 144 558 132 162 132 182 s61 742 545 742 662 355
‘:’;;1::::'““‘ Mayor, Chiel Wiip, Spesker 2 471 928 578 38 TO7 38 837 38 637 45 034 50 278 65 292
Public Works and Infrastruciurs Dev slopmant B84 391 1168 195 1 030 956 1384 558 12385 787 1 285 787 1214 506 1 518 993 15842872
Spoet. Recraation, Ars and Culure 66 666 175 402 58 738 31 000 30 300 30 200 71 450 115 000 105 00O
Transport and Reads 444 68O 787 806 730 862 1294 501 503 204 503 204 TEG 551 1348 151 1396 278
Capital multl-year sxpendliure sub-lotal 1723 217 26852095 | 2209194 3182 425 2370730 | 2370730 1123 Ted 3975 082 4 049 035
Single-year axpanditure to be sppropriated
LE M 255 737 787} 800 - = 12 200 - =
Gity Planning - - - 3 500 3 500 3500 = = =
Community Safaty 877 3524 - - - - = Z =
Corporats & Shared Services 1 647 =t = 200 3 200 3200 - - i
Economic Development - 2013 - 5 = = - - -
Emergency Services o = - = = - - - -
Finencisl Sarvices 288 o = - = = - - 2
General Assessment - - - - - - =, = =t
Haalth & Sociel Dav elopmant e . - - - - - = =
Housing and Sustainable Human Sefemant _ _ i = a5 3 15:000 = _
Dev slopment
Office of the Exsculve Mayor, Chiaf Whip, Speaker
& City Managse - A28 &= == = = o it =
Public Weorks and Infrestructure Dev slopment 4 460 1587 (1 834} - - - 78 300 - -
Sport. Recrealion. Arts and Culture = 2788 - T 000 700 oo 1 250 & -
Trenzport and Roads 2 18 501 (2 oBg) 1050 46 150 46 150 a 500 - s
Capltal single-ysar sxpenditurs sub-total 34 65E 33 416 4 781) 12 550 53 550 53 530 S = -
apital Expenditure - Vot 1757 378 2683 911 2204 414 3194 875 2424280 | 2424 240 3183418 3875 ne2 4043 085
Capital Expenditure - Standard
= ey 87 185 a5 671 75 705 173 897 161 857 161 897 231 851 248 155 204 060
Executive snd council - 4 258 T 243 30 508 38 456 30 4Bk 46 100 50 000 65 000
Budget and reasury office = a2 58 1259 1289 1250 1443 - -
Corporate services &7 185 a1 141 68 404 133132 121 132 121 132 184 308 198 155 135 000
Community and public safoty 306 737 561 B56 337 308 305 070 272 274 272 274 TES Ga8 TER 723 861 305
Community and socisl services 11 801 B 726 7 431 49 500 13 400 33 400 59 706 33 554 20 000
Sport and recreafon B2 837 229 121 BT 240 43 B85 A3 285 43 285 T1 2%0 108 150 108 500
Public safety 20 867 a1 &30 63374 s 711 armm ar 11 A3 858 50 353 35 450
Housing 186 957 283 853 168 047 144 950 132182 132 162 578 742 548 Ta2 662 355
Haaith 4 574 8725 1217 a0 N6 26 115 25 16 14 334 49 QU0 34 0oo
and snwvir services 483 302 BAD 074 Tas5 220 1 315 240 535 553 835 553 790 422 1 348 428 1 397 543
Planning snd davsicpmeant B 638 22 608 10 935 15 489 15 300 15 399 7072 4726 3742
Rosad ransport 470 624 656 066 711 409 1295 851 516 354 516 354 778 851 1336 201 1285 201
Environmantsl protecton 4 040 1399 2876 3 800 3 so0 3 Boo & 400 T 500 & 500
Trading services Ba1 574 1190 168 | 1042777 1379 18 1403 906 1403 906 1358 206 1 555 483 1 559 472
Eleckcity 398 56T 489 907 535 217 548 788 550 800 SE0 800 527 545 544 B0Q 572 885
Wartmr 304 860 408 899 260 291 248 250 278 506 275 508 191 088 202 189 220 BA0
Wase water management 165 424 291 §75 233 554 589 523 Sa9 481 545 agt B24 573 792013 Ta9 207
Waste managemant 12723 19 386 13716 14 460 18118 18 118 16 000 16 500 18 500
Othar 19 06T 157 742 23 404 21 750 50 691 50 681 39 250 34 210 26 775
Total Capital Expenditure - Standard 1 757 876 2 685 511 2204 414 | 3184975 | 2424280 | 2424280 1185 418 3 975 a2 4 0435 095
Funded by:
Natonal Government 398 802 526 018 T3z 481 1319 626 558 258 558 258 1158 581 1 Ba0 358 2110 942
Frovinois' Gov ermment B2 191 129 596 20174 5 400 6 604 6 504 15 000 13 000 12 000
Chstrict Municipadity
Cther ransfers and grants
Transfers recogniasd - capital 260 792 855 634 762 656 | 1 325028 564 862 564 862 1174 581 1953 126 Z 122 942
Public cantributions & donations - 138 622 237 440 87 700 127 131 127 131 130 724 133 370 136 071
Barrowing 442 741 1 520 088 720 000 1 000 000 1 381 000 1361 000 1 500 000 1 500 00G 1 500 000
Internally generstad funds B54 343 301 188 484 318 782 249 371 288 a7 288 380 113 388 357 200 08z
Totai Capital Funding 1 757 BTG 2 &as 511 2204 414 3 194 975 2424 280 2424 200 3163 418 3 975 032 4 049 095
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Explanatory notes to MBRR Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

i

Table A5 is a breakdown of the capital program in relation to capital expenditure by municipal
vote (multi-year and single-year appropriations); capital expenditure by standard
classification; and the funding sources necessary to fund the capital budget, including
information on capital transfers from national and provincial departments.

The MFMA provides that a municipality may approve multi-year or single-year capital budget
appropriations. In relation to multi-year appropriations, for 2011/12 R3,1 billion has been
allocated of the total R3,2 billion capital budget, which totals 98,0%. This allocation escalates
in 2012/13 and 2013/14 owing primarily to the fact that most projects does not reach
completion in this MTREF. *

Single-year capital expenditure has been appropriated at R61,7 million for the 2011/12
financial year and becomes zero for the two outer years.

Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that
will be incurred in the specific budget year such as upgrading of stadiums, community halls,
waste management, development of cemeteries in Metsweding, as well as the procurement
of specialized vehicles for the Tshwane Market. The budget appropriations for the two outer
years are indicative allocations based on the departmental business plans as informed by the
IDP and will be reviewed on an annual basis to assess the relevance of the expenditure in
relation to the strategic objectives and service delivery imperatives of the City. For the
purpose of funding assessment of the MTREF, these appropriations have been included but
no commitments will be incurred against single-year appropriations for the two outer-years.
The capital program is funded from national and provincial grants and transfers, public
contributions and donations; issuing of bonds and internally generated funds from current
year surpluses. For 2011/12, capital transfers totals R1,2 billion (36,9%) and escalates to
R2,1 billion by 2013/14 (52,4%). Issuing of bonds has been provided at R1,5 billion over the
MTREF with internally generated funding totaling R380,1 million, R388,4 million and R280,1
million for each of the respective financial years of the MTREF. These funding sources are
further discussed in detail in 2.6 (Overview of Budget Funding).
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2011/12 Medium Term Revenue &

Description 200718 20089 | 200910 Current Year 2010111 Expenditure Fram ewark
P Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Outcome | Outcome | Outcome Budget Budget Forecast 201112 +1 201213 +2 2013114
ASSETS
Current assels
Cash 43 237 89 562 93218 - 50 000 50 000 150 000 158 250 166 954
Call inv esiment deposits 235136 177 605 641037 | 1208836 | 1093292 1083292 1959 077 2942 237 4 217 289
Consumer deblors 2383991 2645960 | 2301899 | 2775636 | 3429475 | 3429475 3047 270 3120 186 3153 942
Other debiors 320 983 720 419 687 153 545 819 808 559 508 559 650 603 617 960 648 858
Current porfion of long-erm receiv ables 103 377 124 227 127 376 131657 134 252 134 252 151 984 165 973 181939
Inv entory 216 602 247 304 183 066 255 8OO 193 368 193 358 208 552 220 064 232 168
Total current assets 3303326 | 4000077 | 4033749 5007808 | 5708946 5708 346 6 167 526 7224 670 8 601 149
>
Non current assets
Long-term receiv ables 189 763 182 149 209128 198 326 252 861 252 851 289 046 316 577 348 243
Inv estments 425 553 482727 196 665 386 677 380 284 380 284 311 414 259 296 178135
Inv estment property 10936 8005 6 180 - 41375 4375 2550 724 -
Investment in Associate - = 2 = = = = - -
Property, plantand equipment 10219462 | 13123564 | 14538674 | 18135178 | 15407101 | 15407 11 20 680 056 23 020 087 25 245 926
Agricultural - - - - - = = - -
Biological 14741 17 008 13322 19559 13322 13322 14 055 14 828 15644
Intangible 98 035 156 191 109 806 - 116 204 116 204 130 683 137122 139 415
Other non-current assets - - - = = = - = -
Total non current assets 10958490 | 13969644 | 15073776 | 18739740 | 16174148 | 16174 148 21 427 814 23748 634 25927 363
TOTAL ASSETS 14261 816 | 17969721 | 19107525| 23747548 | 21883094 | 21 883094 27 535 340 30 973 304 34 528 511
LIABILITIES
Current liabilities
Bank overdraft 106 407 95 417 12973 - - - - - -
Boirowing 322 821 306 170 620 317 358 048 654 675 694 675 612 656 440 357 564 375
Consumer deposits 267 979 282 760 319 509 295 626 325900 325 900 349 436 356 476 363 605
Trade and other pay ables 2187594 | 3250872 3647399 3032995 3IN3ANE| INIHME 3589612 3787 041 3995 328
Provisions - ) = i s = = = =
Total current liabilities 2884801 | 3935219| 4600405| 3696670 | 4334121 | 4334121 4 551 764 4583 874 4928 309
Non current liabilities
Borrow ing 2811879 | 4208419| 4507003| 5633692 | 6025282 | 6025282 6310 420 7687 147 B 538 537
Provisions 928347 | 1514212| 1326035| 1486897 | 1454510| 1454510 1634 502 1 806 287 1987 515
Total non current liabilities 3740 226 5812 631 5833038 7 120 588 7479 792 7479 792 T 944 522 9493 434 10 626 113
TOTAL LIABILITIES 5625027 | 9747850 10433443 | 10817259 | 11813013 | 11813973 12 496 887 14 077 308 15 554 422
NET ASSETS 7636769 | 8221871 | 8674081 | 12930288 | 10069 181 | 10 063 131 15 098 653 16895996 | 18974 090
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficif) 859 522 885042 | 1272504 | 4457267 | 2909935 | 2808935 2719 682 4998 276 7778 752
Reserves 6777267 | 7336830 T40157B| B473022| T158Md6| 7153246 12 378 971 11 897 720 11185 338
Minonites’ ineress - o iy = 53 e i T -
TOTAL COMMUNITY WEALTHIEQUITY 7636789 | B:21871| 8674081 12930288 | 10069181 | 10063 131 15 098 653 16 895 996 18 374 030
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Explanatory notes to MBRR Table A6 - Budgeted Financial Position

ith

MBRR Table A6 is consistent with international standards of good financial management
practice, and improves understandability for councillors and management of the impact of the
budget on the statement of financial position (balance sheet).

This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
“accounting” Community Wealth. The order of items within each group illustrates items in
order of liquidity; ie assets readily converted to cash, or liabilities immediately required to be
met from cash, appear first.

This table is supported by an extensive table of notes (MBRR SA3) providing a detailed
analysis of the major components of a number of items, including:

«  Call investments deposits;

«  Consumer debtors;

«  Property, plant and equipment;

= Trade and other payables;

- Provisions non-current;

. Changes in net assets; and

. Reserves.

The municipal equivalent of equity is Community Wealth/Equity. The justification is that
ownership and the net assets of the municipality belong to the community.

Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably
impact on the Budgeted Financial Position. As an example, the collection rate assumption
will impact on the cash position of the municipality and subsequently inform the level of cash
and cash equivalents at year end. Similarly, the collection rate assumption should inform the
budget appropriation for debt impairment which in turn would impact on the provision for bad
debt. These budget and planning assumptions form a critical link in determining the
applicability and relevance of the budget as well as the determination of ratios and financial
indicators. In addition the funding compliance assessment is informed directly by forecasting
ihe staternent of financial position.
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201112 Medium Term Revenue & Expenditure

Description 200718 200819 2009/10 Curvent Yaar 2010/11 Eritnaviik
RihiwEand Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1 | Budget Year +2
o 0 Outcoms Budget Budget Forecast 201112 2012113 2013014
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Rakepayers and oher 10,345,844 | 10,620,301 | 12797611 | 12185795 12017043 | 12017083 14,223,503 18212222 18,513,585
Gaovernment - cperating - - - 1,976,514 2,206,008 2,206 008 2,383,723 2,518,178 1668776
Gavernment - caplal - = - 1,3250% 564,862 564,862 1,174,581 1,853,356 2122942
inieresl 135,555 122,500 96,768 120,080 104,567 104,567 55,877 47,458 43855
Dwvidends = - = = = = - - -
Paymants
Suppliers and empioyees (8,079,186)|  (B0BB.OIS)| (10343313 (1ZNE3N)| (12777.999)| (12777.989) {14,896,441) (16,863 00%) (18,926,844)
Finance charges (369,262) (518,422) (554,522} [715.817) (648,008) (E48,008) (737,058) (B00,837) {904,755}
Transhers and Grants = = - . (18,000} (13,799) {13,799) [14,282) (14 782) {15,259}
MET CASH FROMI{USED) OPERATING ACTIVITIES 2,036,931 2,158,354 1,956,145 2,757,466 1,452,673 1,452,671 2,178,311 3,082,787 3,502,360
CASH FLOWS FROM INVESTING ACTIVITIES
Racaipts
Proceeds on disposal of PPE 4,937 {78,308) 254,806 4950 - - - - -
Decreass (Increase) in non-current deblors - - . - 158,083 198,063 274,358 243782 249,615
Decrease (B ) oher Tent sk (3727 (24,521} (22,029) - 194,475 184,475 69,329 - =
Decreass | In nan-current (14,269) = - 317,863 (168,000) (166,000) BR.8T0 52,118 78,838
Payments
Capilal assats (2530,147)|  (3,525830)| (2,162.330) (2,987.302)] (2,157.610)| (2.,157,610) (2,B56,876) (3,577,574) (3,644, 185)
NET CASH FROMI[USED) INVESTING ACTIVITIES 12,543,206) (3,626,457}  (1,929,551) (2,664,483) (1,831,071) {1,931,071) (2,454.319) (3,281,674) (3,315,732)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipls
Shert e loans - - - - - =] - a i
Borrowing long Erméirefnancing 442,741 1,550,068 720,000 1,000,000 1,381,000 1,361,000 1,500,000 1,500.000 1,500,000
Increase (decrease) n consumer depesls - - - - 6,390 5,390 23,586 6,990 7130
Payments
Rspay iment of borrowing (346,522) (120,173 (197 163 {556 348) (556,630 {566,530} {420,140 [23152) (4274101
NET CASH FROM/[USED) FINANCING ACTIVITIES 96,219 1,469,083 522,931 443832 800,750 E00,760 1,043,847 1,203,787 1,008 720
NETINCREASE/ (DECREASE) IN CASH HELD {410,056) {215) 548,528 536,629 122,362 322,362 765,438 974,910 1,266,348
Cashlcash equivalents at he year begn. 582,022 174,965 171,751 762,267 720.530 720,930 1043639 1,809,077 2,783,387
Cash/cash equivalents al he year end: 171,965 171,751 721,217 1,298,3%6 1,043,292 1,043,282 1,808,077 2783387 4050335 |
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Explanatory notes to MBRR Table A7 - Budgeted Cash Flow Statement

The budgeted cash flow statement is the first measurement in determining if the budget is
funded.

It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget.

It can be seen that the cash levels of the City was a challenge during the 2007/08 to 2008/09
period owing to the economic climate and recession.

The approved 2010/11 MTREF provide for a net increase in cash of R536,6 million for the
2010/11 financial year resulting in an overall projected positive cash position of R1,299 billion
at year end.

As part of the 2010/11 mid-year review and Adjustments Budget this positive cash position
was sustained through the continuous implementation of various interventions such as the
reduction of expenditure allocations and rationalization of spending priorities.

In addition the City undertook an extensive debt collection drive resulting in cash receipts on
arrear debtors of R198,1 million. These interventions translated into a net cash position of
R1,043 million for the 2010/11 financial year.

The 2011/12 MTREF has been informed by the planning principle of ensuring adequate cash
reserves over the medium-term.

Cash and cash equivalents totals R1,8 billion at the end of the 2011/12 financial year and
escalates to R4,1 billion by 2013/14.
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Table 27 - MBRR Table A8: Cash Backed Reserves/Accumulated Surplus Reconciliation

201112 Medium Term Revenue & Expenditure

Description 200718 20083 2009110 Current Year 201011 i
RiFoikaRd Audited Audited Audited Original Adjusted Full Year Budget Year |Budget Year +1 |Budget Year +2
Qutcome Cutcome Qutcome Budget Budget Farecast 201112 201213 | 201314
Cash and investments available
Cashlcash equivalent athe year end 171,965 171,751 .27 1,298,898 1,043,292 1,043,232 1,809,077 2,783,987 4,050 335
Ofher currentinvesiments > 90 days - - - - 100,000 100,000 300,000 316,500 333,808
Non current assaks - Invesiments 425,553 482,727 196,665 386,677 380,284 380,284 1414 259,296 178,135
Cash and investments available: 587,518 654,477 917,942 1,685,573 1,523,576 1,523,576 2,420,491 3,359,783 4,582,377
Application of cash and investments
Unspent condifional ransiers 329,396 420,556 399,774 - - = = £ o
Unzpent borrowing - - - - - = = e >
Statriory requrements = = - = = - - - -
Other working capital requirements {1,070,382) (362.722) 287,832 [;Zﬂ.ﬁ 25) (466,522) (466,622) 117811 217,881 373,516
Other provisions - - - - - - 88,921 43812 98,972
Long lerm investments commitied 601,641 639,762 77,102 380,570 720,457 720,457 327,883 291,814 210,653
Resarves b be backed by cashiinvestments 360,386 272,799 275,842 276,167 321,193 321,193 386,389 398 512 602,391
Total Application of cash and in 221,040 970,394 1,680,650 707,113 375,028 575,028 921,010 1,002,118 1,285,531
Surplus{shortfall) 376,478 {315,917) (762,70B) 978,460 943,548 948,548 1,499,482 2,137,665 3,276,846

Explanatory notes to MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus

Reconciliation

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements
of MFMA Circular 42 — Funding a Municipal Budget.

2. In essence the table evaluates the funding levels of the budget by firstly forecasting the cash
and investments at year end and secondly reconciling the available funding to the
liabilities/commitments that exist.

3 The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that
the applications exceed the cash and investments available and would be indicative of non-
compliance with the MFMA requirements that the municipality’s budget must be “funded”.

4, Non-compliance with section 18 of the MFMA is assumed because a shortfall would indirectly
indicate that the annual budget is not appropriately funded.

5. From the table it can be seen that for the period 2007/08 to 2010/11 the surplus increased
from R376,5 million to R948,5 million.

6. Considering the requirements of section 18 of the MFMA, it can be concluded that the
adopted 2010/11 MTREF was funded.

7. As part of the budgeting and planning guidelines that informed the compilation of the 2011/12
MTREF the end objective of the medium-term framework was to ensure the budget is funded
aligned to section 18 of the MFMA.

8. In view of the above the budget has been modelled to increase the surplus from R1,499

million in 2011/12 to R3,277 million by 2013/14.
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Daucription 200718 200818 2008710 Currant Yaar 201011 2011812 Ml Ticka. Rumbantin &
Expenditure Framewark
Audited Audited di dj o Full Yaar | Budpet Year | Budget Yaar | Budget Year
R gmiming Budget Budgat Foracant 201912 +1 201213 +2 2013114
CAPITAL EXPENDITURE
Total New Assets 343 773 Tas 181 500 417 1626 193 787 502 767 502 1237 870 1 853 545 1812 aso
Infrastrcturs - Rosd fransport 217 635 342 671 375 9as 2683 331 301 525 301 525 ' 478 3TH 448 601 442 701
Infrastructure - Elecincity 30 380 43 383 225 205 271 000 256 000 258 000 288 000 17 ooo 268 000
Infrasireture - Wiler 14 043 20 366 45612 55 500 51 421 51421 110 400 94 500 98 000
Infrastructure - Sanitation 3523 6 800 2023 - - - 12 Too 4 ooo 4 oo
Infrastructiure - Othar o 444 182 J4T 148 488 821 180 54 BOQ 54 800 157 531 A0S 450 B57 175
Infrastucure 275 024 575 567 B804 404 1531011 663 T46 663 746 1 044 D08 1 673 551 1 870 878
Community 57 074 156 653 75 684 70 050 78 050 78 050 112 258 152 554 127 000
Haritage assan = = - - - - - s -
v estment properies - 12 380 13111 - - - 55 000 - -
Other asae: 11 678 37 g0z 7218 25 132 25 708 25 708 26 707 27 741 14 974
Agricuhural Assets - - - - - - - - -
Biclogical Easets - - - - - - - - =
Intangibiea - - - - - - - 5 =
Total Renswal of Exiating & 1 414 103 1 886 330 1 303 897 1588 TB2 1656 778 1 856 778 1 947 44 2121 237 2 236 245
Infrastruciure - Rosd transpart 228 112 221 582 155072 |4, 101 734 177 623 177 823 178 840 99 300 105 000
Infrasiructure - Elsctricily 3167 283 92 741 282 423 201 Tae 304 300 304 300 280 000 315 Jo00 333 285
Infrasiructure - Waler 220 188 539 535 337 330 331 857 374 385 374 385 247 965 448 243 406 548
Infrastructure - Sanitation 133 244 133 900 98 190 428 316 398 181 309 181 470 864 4A2 500 480 538
Infrastructure - Othar 40 332 106 265 78 285 20 480 25110 25118 36 450 33 700 34 000
inirasruchre 1 089 957 1394 022 862 301 1174 252 1280 607 + 280 607 1183 878 1 357 21 1 359 472
Community 45 BRI 101 160 87 129 108 891 107 991 107 991 &2 550 74 200 B4 800
Herimge azsets - - - - - - - - i
Inv estment properses 186 057 264 396 154 405 144 000 130 000 130 000 521 742 546 742 BE2 355
Omer assets 20 B4 136 158 299 001 139 939 138 280 136 280 163 237 142 053 128 518
Agricuural Assen - - = - - - - - -
Biological assets - - - - - - - - -
Inmngiles 471 524 1158 1800 1 900 1900 6 000 1 000 1000
T Capital Exponditure
Infrastructure - Road transport 446 548 564 253 531 057 485 085 476 148 479 148 654 215 548 501 547 701
Infrastructure - Emcrricity 397 661 435 124 517 718 562 786 580 300 560 300 548 000 632 300 601 385
Infrastrusture - Water 334 229 559 200 382 942 387 457 425 806 425 806 358 355 540 543 505 549
Infrastructure - Sanitation 138 767 140 700 107 213 428 318 286 181 383 181 4821 264 466 500 g4 538
Infrastructure - Othar 49 776 268 612 227 774 841 6540 79 919 79 919 193 981 842 650 891 175
InfFasruciine 1 384 987 1 969 585 1 786 705 2 705 283 1 a4 153 f 544 153 2 237 925 3030 793 3 030 348
Community 102 958 247 843 162 B13 178 741 186 041 186 041 174 806 228 754 211 BOO
Herimge assem. - - - - - - - = -
Inv esiment properies 186 85T 283 T57 167 516 144 000 130 000 130 000 576 TAZ 5486 742 662 355
Other asses 102 508 173 799 106 221 165 071 161 986 161 986 195 944 169 794 143 582
Agricutiural Assems = - - - - - - - -
Biolumical assets - - - - - - = = -
lang s &7 544 1158 1 800 1 B0 1 200 o 000 1 oo 1 t00
TOTAL CAPITAL EXFENDITURE - Asset =i 1 757 878 2 B85 511 2 204 414 3194 975 Z az4 280 z 474 280 3 185 418 3 575 082 4 049 095
ASSET REGISTER SUMMARY - PPE (WDV)
Infrastrugture - Rosd ranspor 1882 897 2715218 3 288 558
Infrasiructure - Elsctricity 2 182 903 2009193 2 337 184
Infrazinucture - Wat 1707 592 2 575 364 2 859 180
infrastructure - Sanitation
Infrastiucture - Other 1087 722 1412 077 1 848 526
Infrasructre 6 670 916 ari1 85 10 133 628 - - - - i %
Cammunity B51 302 1126 BET 1259 317
Herimge assets 3 B85 3 856 5478
v esiment properies 10 836 4 608 € 180 - 4375 4375 2 850 724 =
Omer asses 1926 277 2 789 425 2 062 141
Agricuttural Assat = - - - - - - = =
Biological asses 14 741 17 008 13322 19 559 13 322 131322 14 055 14 828 15 844
Inmngibles 98 035 156 191 109 806 - 116 204 116 204 130 683 137 122 139 4185
TOTAL ASSET REGISTER SUMMARY - PPE (WDV)| 9 575902 | 12 823 004 | 14 439 873 18 558 123 502 133 802 147 288 152 674 185 0S8
EXPENDITURE CTHER ITEMS
Dapr & assst impairmaent 574 807 592 406 B15 772 267 034 741 741 741 741 B56 260 32 224 1008 212
Rap. and Maintenancs by £ Ch 1465 128 1758311 1 740 081 1880 118 1 585 94T 1528 947 1860 183 2 0B% 838 2218 035
Infrastriciure - Road transpart 284 593 327 081 339 548 273 808 275 599 275 509 7o ara 403 188 430 804
infrastructure - Eleciricity 392 849 538 182 525 746 466 065 394 028 394 029 433 426 464 D49 493 708
Infrastructure - Water 175 078 187 878 185 350 186 486 174 715 174 715 196 630 211 542 226 787
Infrestructure - Santation 8 809 12777 28828 38 000 38 183 38 183 41104 44 186 47 500
Infrastructure - Other 3471 4 844 5 480 9 048 B 133 8138 9 243 3 942 10 GEE
InfresTucLe a64 943 1 068 562 1 084 9671 80 408 450 674 290 674 1050 780 1 732 sO7 1214 567
Community 200 869 203 013 218 355 330 955 317 542 1T 542 343 010 373 391 401 275
Herimge asses - - - - - = - - -
Inv estment properties - - 2 25 = = =, = =
Oher assets 380 270 467 716 438 773 78 753 377 631 37T 631 560 193 559 541 BD1 193
TOTAL EXPENDITURE OTHER ITEMS 2040 035 | 2381 717 2 555 863 2 587 150 2 337 6aa 2 327 sas 2 817 D43 2 9us 081 1237 244
% of capital exp on renewsi of azsets 411,3% 240.3% 144, 8% 96 5% 215, 9% 215,9% 157, 3% 114 2% 123 4%
Renowal of Existing Assets as % of depreclatan 246.0% 320 1% 159 8% 174,95 223, 4% 223, 4% 227.7% 227 5% 231, 6%
R&M a3 a % of PPE 14, 3% 13.4% 12,0% 7 3% 10.3% 10, 3% 9.5% 2 0% B.A%
Renwwal and REM as & % of PFE 30,0% 27.0% 21.0% 1EEE2 0% 2472 0% 472 0% PEAT OH 2742 0% 2873 0%
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Explanatory notes to MBRR Table AS - Asset Management

1. MBRR Table A9 provides an overview of the municipal capital allocations to building new
assets and the renewal of existing assets, as well as spending on repairs and maintenance by
asset class.

2. National Treasury has recommended that municipalities should allocate at least 40% of their
capital budget to the renewal of existing assets, and allocations to repairs and maintenance
should be 8% of PPE. The City meets both these recommendations.

The following graph provides an analysis between depreciation and operational repairs and
maintenance over the MTREF. It highlights the City's strategy to address the maintenance backlog.

Figure 4: Depreciation in relation to repairs and maintenance over the MTREF
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Table 29 - MBRR Table A10: Basic Service Delivery Measurement

20078 zo08/9 2008710 Current Yuar 201011 “":j ""“‘:""" 'F'"" Revanue &
Dencription = os o Original Adjusted Full Yaar Budget Ya. f’ “;..l::m ‘::n:ew::q'-l Ymar
Budget Budget Forecast 01112 *1 2012013 +2 2013114
r“?u_‘ shold service targets !Uﬂo
Lt
Piped w ater inside dw slling 525 620 659 8as 685 LCE 751 775 800
Fipad w amr inaide yard (but not in dw siing) 108 a8 73 [+] 82 82 56 B4 &2
Using pubkc 1p (8t least min. e ice level) S8 B 1 1 1 1 “ 4 4
Other w ater supply (af least min sensica lov el 2 - B g B - 3 = =
Minimum Service Leve! and Abowe sub-folal €90 vos 733 758 vi8 758 aza bda aes
Using pubkc tap (€ min service level) e - - - - - - 2 i
Difver w abter supply (< min aervice laval) o 4 2 2 2 2 [ ] 10 8
No w ster supply —J - - - - - - _ _
Balow Minimum Sarvice Level sub-totsl 10 4 3 2 2 2 [] 0 a
Total numbar of housshelds 700 713 735 T8O 70 760 831 B53 TS
San Hon/sewersg
Flush ilet {cennected b sew srags) 508 528 555 587 587 sa7 838 858 a7e
Fluah itel [w ith sapsc @nk) 12 12z " 11 11 11 iz " 12
Chamical biet 10 o w 8 9 a 14 14 14
Fit et (v enalaied) 134 130 128 L 122 122 122 132 138 140
Othar oiet provsens (= min senice leval) 25 26 28 23 23 23 27 26 28
Minimum Service Level and Above sub-iotal 891 7as 720 ¥52 752 752 A2a a4n 871
Buckasl et - = = - - - - 2= -
Cithar oiel provisena (< minservics level) = = = - - 24 - - -
No milet previsions ] B B 7 7 7 7 7 &
Below Minimum Service Level sub-total 9 a 8 T: T 7 T 7 5
Tetal numbar of housshalds Tao T3 vas 780 T80 veo R31 LEE] a7s
En gy
Elnciricity (at loast min senvica level) 503 523 535 | sam s48 543 &01 620 &40
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Explanatory notes to MBRR Table A10 - Basic Service Delivery Measurement

1

2.

MBRR Table A10 provides an overview of service delivery levels, including backlogs (below
minimum service level), for each of the main services.

The CoT strives to make good progress with the eradication of service delivery backlogs.
Owing inter alia to the incorporation of the Metsweding District Municipality into the City of
Tshwane, the number of households without access to basic municipal service in the 2011/12
financial year is estimated to be as follows (decreasing over the medium-term):

a.  Water services — 9 000 households

b.  Sanitation services — 7 000 households

c.  Electricity services — 54 000 households

d. Refuse services — 13 000 households

The budget provides for 90000, 110 000 and 130 000 households to be registered as
indigent in 2011/12, 2012/13 and 2013/14 financial years respectively and are therefore
entitled to receiving Free Basic Services.

It is anticipated that these Free Basic Services will cost the municipality R411,9 millien in
2011/12, increasing to R746,2 million in 2013/14. This is covered by the municipality's
equitable share allocation from national government.
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Part 2 - Supporting Documentation

2.1 Overview of the annual budget process

Section 53 requires the Executive Mayor of the municipality to provide general political guidance in
the budget process and the setting of priorities that must guide the preparation of the budget. In
addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the Executive
Mayor of the municipality must establish a Budget Steering Committee (the CoT established the
Budget Planning Monitoring Committee (BPMC)) to provide technical assistance to the Executive
Mayor in discharging the responsibilities set out in Section 53 of the Act.

The BPMC consists of the City Manager and senior officials of the municipality meeting under the
chairpersonship of the MMC for Finance.

The primary aims of the BPMC are to ensure:

o that the process that was followed to compile the budget complies with legislation and
good budget practices;
e that there is proper alignment between the policy and service delivery priorities as set out

in the City's IDP and the budget, taking into account the need to protect the financial
sustainability of the municipality;

° that the municipality's revenue and tariff setting strategies ensure that the cash resources
needed to deliver services are available; and
° that the various spending priorities of the different municipal strategic units/departments

are properly evaluated and prioritised in the allocation of resources.

2.1.1 Budget Process Overview

In terms of section 21 of the MFMA the Executive Mayor is required to table in Council ten months
before the start of the new financial year (i.e. in August 2010) a time schedule that sets out the
process to revise the IDP and prepare the budget.

The Executive Mayor tabled in Council the required IDP and budget time schedule on 27 May 2010.
Owing to the coming local elections, the time schedule was amended by Council on 24 February

2011. Key dates applicable to the process were:

° 9 March 2011 - Special Mayoral Committee considers draft pre-consultation IDP

° 17 March 2011 - Council considers draft pre-consultation IDP

° 2™ week in March 2011 - Special Mayoral Commitiee considers draft pre-consultation
2011/12 MTREF for community consultation

° 31 March 2011 - Council considers draft pre-consultation 2011/12 MTREF for community
consultation

° 4 to 9 April 2011 - Community consultation

° 10 April 2011 - Closing date for written comments on IDP and Budget

° 20 April 2011 - Special Mayoral Committee considers final 201 1/12 IDP and MTREF

s 28 April 2011 - Budget speech presented by Executive Mayor

. 28 April 2011 - Special Council considers the 2011/12 IDP and MTREF for approval
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There were no deviations from the key dates set out in the Budget Time Schedule tabled in Council.

2.1.2 Integrated Development Plan and Service Delivery and Budget
Implementation Plan

This is the fourth review of the Integrated Development Plan as adopted by Council on 31 May
2006. This process commenced in April 2010 after the approval of the IDP Process Plan and the
Budget Time Schedule for the 2011/12 MTREF on 27 May 2010 by Council.

The City's IDP is its principal strategic planning instrument, which directly guides and informs its
planning, budget, management and development‘ actions. This framework is rolled out into
objectives, key performance indicators and targets for implementation which directly inform the
Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth
revision cycle included the following key IDP processes and deliverables:

. Registration of community needs;

. Compilation of departmental business plans including key performance indicators and
targets;

. Financial planning and budgeting process;

. Public participation process;

s Compilation of the SDBIP; and

. The review of the performance management and monitoring processes.

The IDP has been taken into a business and financial planning process leading up to the 2011/12
MTREF, based on the approved 2010/11 MTREF, Mid-year Review and adjustments budget. The
business planning process has subsequently been refined in the light of current economic
circumstances and the resulting revenue projections.

With the compilation of the 2011/12 MTREF, each strategic unit/department had to review the
business planning process including the setting of priorities and targets after reviewing the mid-year
and second quarter performance against the 2010/11 Departmental Service Delivery and Budget
Implementation Plan. Business planning links back to priority needs and master planning, and
essentially informed the detail operating budget appropriations and three-year capital programme.

2.1.3 Financial Modelling and Key Planning Drivers

As part of the compilation of the 2011/12 MTREF, extensive financial modelling was undertaken to
ensure affordability and long-term financial sustainability. The following key factors and planning
strategies have informed the compilation of the 2011/12 MTREF:

’ City growth;

. Policy priorities and strategic objectives;

. Asset maintenance;
Economic climate and trends (ie inflation, Eskom increases, household debt, migration
patterns);

. Performance trends;

. The approved 2010/11 adjustments budget and performance against the SDBIF;

. Cash Flow Management Strategy;
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. Debtor payment levels;

. Loan/bond and investment possibilities;

» The need for tariff increases versus the ability of the community to pay for services; and
. Improved and sustainable service delivery.

In addition to the above, the strategic guidance given in National Treasury's MFMA Circulars 54 and
55 has been taken into consideration in the planning and prioritisation process.

2.1.4 Community Consultation

The tabling of the draft budget in Council was followed by publication of the budget documentation,
and consultative meetings were scheduled from 4 te 14 April 2011 in a regional manner and were
widely advertised in the media, including newspapers, notices at libraries, the CoT website etc.
Nine venues were visited within the city's boundaries and another six venues were visited in the
Nokeng and Kungwini areas. On average approximately 120 people per meeting attended, with the
highest attendance at Sammy Marks Conference Centre of 190, which compared well to the
previous financial year's process.

The closing date for written submissions was 15 April 2011 which concluded the community
consultation process.

All documents in the appropriate format (electronic and printed) were provided to National Treasury,
and other national and provincial departments in accordance with section 23 of the MFMA, to
provide an opportunity for them to make inputs.
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2.2 Overview of alignment of annual budget with
_Integrated Development Plan (IDP)

The Constitution mandates local government with the responsibility to exercise local developmental
and co-operative governance. The eradication of imbalances in South African society can only be
realized through a credible integrated developmental planning process.

Municipalities in South Africa need to utilise integrated development planning as a method to plan
future development in their areas and so find the best solutions to achieve sound long-term
development goals. A municipal IDP provides a five year strategic programme of action aimed at
setting short, medium and long term strategic and budget priorities to create a development
platform, which correlates with the term of office of*the political incumbents. The plan aligns the
resources and the capacity of a municipality to its overall development aims and guides the
municipal budget. An IDP is therefore a key instrument which municipalities use to provide vision,
leadership and direction to all those that have a role to play in the development of a municipal area.
The IDP enables municipalities to make the best use of scarce resources and speed up service
delivery.

Integrated development planning in the South African context is amongst others, an approach to
planning aimed at involving the municipality and the community to jointly find the best solutions
towards sustainable development. Furthermore, integrated development planning provides a
strategic environment for managing and guiding all planning, development and decision making in
the municipality.

It is important that the IDP developed by municipalities correlate with National and Provincial intent.
It must aim to co-ordinate the work of local and other spheres of government in a coherent plan to
improve the quality of life for all the people living in that area. Applied to the City, issues of national
and provincial importance should be reflected in the IDP of the municipality. A clear undersianding
of such intent is therefore imperative to ensure that the City strategically complies with the key
national and provincial priorities.

The aim of this revision cycle was to develop and co-ordinate a coherent plan to improve the quality
of life for all the people living in the area, also reflecting issues of national and provincial
importance. One of the key objectives is therefore to ensure that there exists alignment between
national and provincial priorities, policies and strategies and the City's response {o these
requirements.

The national and provincial priorities, policies and strategies of importance include amongst others:

. Green Paper on National Strategic Planning of 2009;

= Government Programme of Action;

. Development Facilitation Act of 1995;

. Gauteng Growth and Development Strategy (GGDS);

& National and Provincial spatial development perspectives;

. Relevant sector plans such as transportation, legislation and policy;
. National Key Performance Indicators (NKPIs);

J Accelerated and Shared Growth Initiative (ASGISA);

. National 2014 Vision,

: National Spatial Development Perspective (NSDP); and

s The National Priority Outcomes.
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The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates cleariy that a municipality must not only
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP.
The following table highlights the IDF’s seven strategic objectives for the 2011/12 MTREF and

further planning refinements that have directly informed the compilation of the budget:

Table 30: IDP Strategic Objectives

201112 MTREF

Provide basic services, roads and stormwater.

Economic growth and development, and job creation

Sustainable communities with clean, healthy and safe environments and integrated social
services

Foster participatory democracy and Batho Pele

Promote sound governance

Ensure financial sustainability

Organisational development and transformation

W~

o2 SL

In order to ensure integrated and focused service delivery between all spheres of government it
was important for the City to align its budget priorities with that of national and provincial
government. All spheres of government place a high priority on infrastructure development,
economic development and job creation, efficient service delivery, poverty alleviation and building
sound institutional arrangements.

Local priorities were identified as part of the IDP review process which is directly aligned to that of
the national and provincial priorities. The key performance areas can be summarised as follows
against the seven strategic objectives:

T Provide basic services, roads and stormwater:
o Provide electricity;
o Provide water;
o Provide sanitation;
o Provide waste removal;
o Provide housing;
o Provide roads and stormwater;
o Provide public transport;
o Provide city planning services; and
o Maintaining the infrastructure of the City.
2. Economic growth and development, and job creation:
o Ensuring there is a clear structural plan for the City;
o Ensuring planning processes function in accordance with set timeframes; and
o Facilitating the use of labour intensive approaches in the delivery of services and

the building of infrastructure.

o Sustainable communities with clean, healthy and safe environments and integrated social
services:
o Effective implementation of the Indigent Policy;
o Working with the provincial department of health to provide primary health care
services;
o Extending waste removal services and ensuring effective city cleansing;
o Ensuring all waste water treatment works are operating optimally,

o Working with strategic partners such as SAPS to address crime;
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